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Hints For Avoiding Special Report The AD/IT: A Tax 
Personal Liability On Luxury Cars That's Spreading 




Three of every four U.S. 
© Sf^oftanM. companies are victims 

of computer crime. 
Your firm could be next 



A JOB CAN'T START 



THE 1998 CHEVY VAN LETS YOU CO UP TO 100,000 MILES BEFORE 

THE FIRST SCHEDULED TUNE-UR Since you've got to get to work to 
get to woi k count on Chevy Van. part of the family of the most 
dependable, longest-lasting trucks Chevy Van comes with a variety 
of powerful Vortec engines: the 4300 V6, 5000 V8. 5700 V8 and 
7400 V8 Extended life spark plugs make each of these Vortec 



gasoline engines so durable it can go up to 100.000 
miles before its first scheduled tune-up. What's more, 
there's even a 6.5 Liter Turbocharged Diesel V8 available. 

Extended life coolant is included with every Vortec 
engine, requiring less frequent changing, up to five 
years or 150,000 miles, whichever comes first 



•Gwolkne enigmas only Maintenance nw*is vary w.ih use anrj fJnwifj r m ,dJ>.an !( 5w yr>-jr .jwnfira manual fw details trjteperidahility b<ts«d on longevity 
198! 1996 hJ-fcne fight-duty truck company registrations Exclude** Oliver GM dtvisons Ot997 GM Cnrp Buckle up. America? 
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Now, when you also take into account the rugged, full-frame 
chassis design of the Chevy Van, you'll soon realize something 
It s like having an efficient, hardworking partner who doesn't take 
sick days and will stay with your company for years. 

CALL 1-800-950-2438 FOR CHEVY VAN 
INFORMATION OR VISIT www.chevrolet.G om 
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Airport-security expert Kenn ( otfeti counsels business tmreiees to tvcotxl portable computers' 
serial numbers to aid m recovery of the equipment if it is stolen. Theft is just owe of several 
ways thai computer crime is victimizing companies. Cover Story, Page 18. 
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Creativity blossoms tckcn Dalit Goobich uses 
the colorful paints created and marketed by 
her dad* Joel Goobick Making It, Page 78. 



COVER STORY 



18 Computer Crime 

The age of electronic innocence is over. 
Companies are falling prey to hackers, 
hardware thieves, software viruses, and 
especially their own employees. Here are 
hazards to avoid and steps to take to safe- 
guard your computers, your data— and 
your business. 

20— High-Tech Security Guards 
24— Think Forivard: Back Up 
2$ — Develop A Company Policy 



TAXES 



29 An Arcane Levy 
Extends Its Reach 

Each year more people who don't 
consider themselves wealthy have to 
calculate — and many have to pay — a 
tax that they never imagined would 
snare them, 

4t> — Figuring YrmrAMT \ 'ttlnnvhilittf 



MANAGING 



32 Take Care To Avoid 
Liability Traps 

Business misconduct can expose owners, 
shareholders, and directors to personal lia- 
bility for debts and court judgments. 

Si— Events That Can Trigger Liability 




50 Letting Go 01 The Details 

Nanomanagement— a term for microman- 
agement in a small firm — is a problem 
that can crimp a company's growth. 



Siftttptft/Hs OfSnttomaaagvtitcttt 



FINANCE 



36 Small Business 
Financial Adviser 

The bull market's third-quarter report 
card; a close look at annuities; rave re- 
views for a SIMPLE plan. 

54 Venturing Out For Growth 

Finding Capital: By buying stakes in 
young firms and lending their experience 
and knowledge, venture capitalists can 
help turn ideas into expanding enterprises. 



EXPORTING 



46 A Route To Markets Abroad 

The reorganized federal export-assistance 
system helps small U*S. firms get their 
goods to overseas customers. 
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56 Opening A Door To The Future 

Operation Enterprise introduces hun- 
dreds of students annually to the realities 
of the business world. 
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58 Cutting Costs Before Takeoff 

Experts' tips for trimming expenses re- 
flect a common theme: Plan ahead 



SPECIAL REPORT 



61 The 1998 Luxury Cars 

The market tor cars priced above $25,000 
is rising on a tide created by appealing 
and aggressively priced new vehicles and 
the emergence of affluent new customers. 



FAMILY BUSINESS 



72 Do-ft-YourseH Family Meetings 

Keeping the conversation going; deciding 
if its time to chart a new career 



POLL RESULTS 



68 Fix The Highways 

Respondents to the September Where I 
Stand want federal fuel- tax receipts 
used for highway and bridge construc- 
tion and improvements, not for reducing 
the federal budget deficit. 



WHERE I STAND 



69 On Labor Issues 

Express your views on labor-union ques- 
tions in light of the strike this year by the 
Teamsters union against United Parcel 
Service. 
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Accountant Debbi-Jo Hmion helps clients 
with the AMT, a complicated levy affecting 
won fas}Httfi'»:e<irh ijmr. Tajrs, !\np J'J. 
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Don't Miss 
This Blue Chip 
Opportunity 




Each year, the Blue Chip Enterprise 
Initiative seeks out small companies na- ^ 
tiomvide that have overcome obstacles 
at various stages in their development and emerged stronger. 

These firms* willingness to relate their experiences provides 
insightful lessons for other entrepreneurs and offers the businesses 
the potential to receive high-profile publicity. 

The deadline for applications for the 1998 awards has been extended 
to Nov 21. Honorees chosen by an independent panel of judges will be 
selected from each state, after which (bur national Blue Chip 
Enterprises will be selected and honored at the U.S. Chamber of 
Commerce's annual meeting in Washington, D.C. 

If your business qualifies for award consideration, call 1-800-FOR- 
BCEI (l-800^>7-2234) to obtain an application. The annual competition 
is open to any U.S. for-profit company that has been in continuous 
operation for at least three years and employs five to 400 people. 

The application requires describing in 500 words or less the chal- 
lenges your fmn faced, how it overcame them, and how the business 
_ is better off today. Taking a few mo- 
ments to reflect on your company's 
accomplishments could lead to 
greater recognition and stature for 
your firm in the business world. 

The Blue Chip Enterprise 
Initiative is sponsored by 
Massachusetts Mutual Life 
Insurance Co. (known as 
MassMutual — The Blue Chip 
Company), the U.S. Chamber of 
Commerce, Nation's Business^ 
and "First Business/ 1 the morning 
business-news television program 
presented by the Chamber. 




For a preview uftop-nf-ihv-inu> anv 
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begin ning on l*age 6'L 



Mary Y. McElveen 
Editor 



This is your 
next competitive 
advantage. 



Breakthrough MicroStamp 
RIC puts automation M 
to work for you like 1 
never before* 

Microprocessors, bar code scanners, 
wireless networks have all delivered 
extraordinary competitive advantages 
to companies who saw their potential 
—and adopted them early, MicroStamp 
Remote Intelligent Communications 
(RIC) can have even greater impact 
on your business. In fact, we'll 
show you how it can cut operating 
costs, shrink processing times, 
make inventory control more 
accurate, even minimize theft. 

At the core of the RIC system is the 
MicroStamp Engine'. This combination 
computer and two-way radio can store 
256 bytes of data and communicate 
with a host computer from up to 40' 
away. The fact that you can send 
information to the MicroStamp unit, store 
it in memory and retrieve or modify it later 
makes it possible to add the advantages of 
automation to more processes than ever before. 



Profiles In Automation Leadership, 



Shell uses RIC to speed fuel dispensing. 

Shell Oil is always looking for new ways to keep customers 
"Moving at the speed of life™." They found one in the power 
of MicroStamp RIC technology— with a MicroStamp housed in 
a key fob that authorizes the pump from 3' away. Customers 
don't have to fumble for cash or a credit card. And, since the 
fob works only at Shell stations, it encourages loyalty and 
makes it easy to track customer 
purchase habits. To learn 
more about the Shell application, 



V 



call 1-888-381 -EASY 
(1 888 381 3279) + 



1 c f o * 



Technology jvilljble in «l*ct iMUttftL Call for tjwtifa loctfiom. 




Micron Driven business improvements. 



MicroStamp technology is the foundation of an exciting new 
automated vehicle ID system that makes it possible to quickly 
locate cars and trailers on a large lot 




An innovative new automated materials handling system, based 
on MicroStamp technology, allows one person to track thousands 
of parts in a manufacturing plant. 



Get the advantage before your 
competition does. 

Below are other applications where MicroStamp 
RIC can give your business an edge. 

• Airline baggage tracking 

• Entertainment customer management 

• Financial transaction automation 
■ Automated warehouse solutions 

• Electronic toll collection 

• Personnel ID and access control 

To learn more, call us today 

1 800 MICROSTamp (1 800 642 7678) 

ext. 102. Or visit our web site at 

http://www.microncommunicattons.com 
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Putting our stamp on automation'** 
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Screening Job Candidates 
Saves In The Long Run 

The points made in "Ignoring A 
Resume Can Prove Costly" [Small 
Business Financial Adviser, September] 
are all too true. In addition to the liability 
risks and training costs lost to employee 
turnover, losses from fraud and embezzle- 
ment can be staggering. 

The typical cost of a pre-employment in- 
vestigation — $250 to $500 — is a bargain 




l H.ii mm |xwt». rreatir* wnim run 



compared with the expense of hiring a pri- 
vate investigator or forensic accountant to 
locate and recover money or assets lost to 
theft, fraud, or embezzlement. Fees for 
tins type of investigation < not including at- 
torneys' fees) typically start at $2,500 and 
can quickly escalate. 

However, even though some executive- 
search consultants perform reference 
checks, they typically earn their fees by 
placing candidates. Private investigators 
earn a fee whether the candidate is hired 
or not, so they might be a better choice for 
screening prospective employees. 
Adam T. Ldieufrhl President 
WvllfleetABmeiate^ Inc. 

Xrw York City 



Utilities Are Proving 
That Nothing Is Free 

| There is an issue in utility deregu- 

rl ition that was missed in "The Big 

Switch," your September cover story. Its 

in issiif thai utilities don I want to see iht* 
light of day: their movement into private 
enterprise without fully divesting them- 
selves of their monopolistic advantages. 

Utilities are entering into competition 
wilh various small businesses, such as 
electrical, plumbing, appliance, and heat- 
ing and air-conditioning contractors. 



While this is perfectly legal, the problem 
arises when there is subsidization of the 
competing business by the utility, which 
is guaranteed a profit by the state regula- 
tory agency. 

A common example is giveaways: A con* 
sumer is Viverf a w aU r heater or an elec- 
tric light, including installation- No money 
changes hands, but the consumer agrees to 
buy all his electricity from the utility The 
consumer thinks he's getting a great deal, 
the utility wraps up another user, and the 
independent plumber or electrical contrac- 
lor loses a sale. 

Of course, since nothing is five, the 
ratepayers bear the cost of the " gi v e away * 
in the form of higher rates. 

This is not fair competition. 
Ervin Klein, President 
CM. GlmizSr. PlumbinfiA H rating, Inc. 
Lotasnih. Kfj. 



Postal Service: A Chip 
Off The Old Block? 

XjJi Regarding '"Postal Increases: 
Smaller Is Better" [October]: The 
U.S. Postal Service is no better or worse 
than any other facet of government, from 
federal down to municipal levels. 

What difference does it make whether its 
the Postal Service, a Democratic president, 
a Republican ( Vmgress, or am other agency 
department, or branch of government that 
is spending money that is not truly theirs in 
a manner that usually exceeds budgets and 
is not subject to accountability? 
Leonard Kuufvum^ Prrsidt td 
ConMid f'ijin, 

Onmnl Calif 



Former Air Force Base 
Is Going Places 

Natfonx RnsinexH did entrepreneurs 
across the country a real service by 
pointing out the opportunities available at 
closed military bases ITlosed Bases. Open 
Doors," September |. One of the most inter- 
esting locations was omitted, however— 
tin* former Pittsburgh Air Force Base in 
Pittsburgh, N.Y. 

A 5,000-acre "city" with 3 million square 
feet of building span* and world-class avia- 
tion facilities, the former base is being 
marketed by the Pittsburgh Airbase 
Redevelopment Corp. GRARCX 

The Pittsburgh region is in its sixth 
year as the No. 1 job-growth area in 
New York state. More than 100 compa- 
nies ring Pittsburgh, and 12 ventures 
have gone onto the base, engaging in 



Nation's Kusines:* November 1W7 



everything from aviation-related ser- 
vices to manufacturing. 

Bombardier Corp. is building rail cars 
next door to the base and plans to expand 
onto the facility. The region is quickly be- 
coming a major huh for transportation-re- 
la ted businesses, both rail and air. 

In addition, PARC is establishing an 
"eco-industrial park" concept for U.S. com- 
panies interested in resource recovery and 
sharing and ISO 14000 certification. 

For more information, contact PARC at 



downloaded free from the Forma and 
Publications page of the IRS Web site 
i www. i rs . ustre as , go v/form s_pu h s/f b r m s 
html i or by clicking on the "Get Aerofoil 
Reader" button at the Adobe System Inc 
Website* www.adobe.com.] 




The former Plnttsbmyh (\ V >Air Fom Host 'tsittttvctimj 
t musculation -n'tnted Iwsut* sscs. 



426 US Oval, Suite 1000. Pittsburgh. 
NX 12903; (518) 561-0232. 
(inert/ F. Data/Ins, Pcesidt at and ( FA) 
Platislmrgh-North Country Chamber 

ofi 'otmnem 
Plattsbnrgk NY. 



Translating The Gibberish 1 
Of IRS Audit Guides 

[P| I just read *When The IBS Comes 
id To Oie<V [October], about Internal 



Revenue Service tax audits and the 
agency's audit guides, and I found it very 
interesting and informative 

When I saw that some of the guides can 
be downloaded from the IRSs site on the 
I Oterndft World Wide Web, I divided to try 
il ;mcl perhaps £v\ some information ;iU>ut 
the auditing process. 

So I signed on to t hi Web and accessed 
the IRS site, made my way through the 
pages to get to the guide I wanted, and 
proceeded to download. Wow' I quickly 
had it. Now I could get all the informa- 
tion I wanted, right" Wroi^. The guides 
are set up in personal document format 
(PDF), and until 1 can download a PDF 
reader, the material is just gibberish. 
Hill Olmdnrt; (hn,4 r Manager 

Point Snnth KUA Koni/Hf round 
Yemassee, SA '. 

[Editor'* Note: Acrobat Reader soflvxm 
firm Adobe System* Inc is needed to read 
'tiles that an nt PDF The mfiuvre catt >*' 



Getting The Wires Crossed 
On Photograph Choices 

J After years of working for an electric 

1 1 utility and correcting my kids when 
they would identify an elec- 
tric-power pole as a tele- 
phone pole, I looked closely 
at the photograph accompa- 
nying the editor's note on 
Page 5 of the September 
issue. The text discusses 
electricity deregulation; the 
photograph, however, is of 
someone working on a tele- 
phone pole. 

When the October issue 
arrived, I noticed the article 
about competition in the 
telephone business that ac- 
companied "Heeding The 
Call For Phone Efficiency." 
Then I checked out the pho- 
tograph on Pages 38 and 
39. Guess what? It shows two men work- 
ing on an electric- power pole. 

No wonder my kids are still confused. 
Jim Mangum 
Wake Forest, N.C 

(Editors X<>!< We did indeed t/et our triers 
crossed Thanks tar fsuntiiuf uM the * rroi:/ 



Corrections 

In Octobers cover story, The Heat Is On f w 
the location of Paul Belliveau, a small- 
business consultant and president-elect of 
the Product Development & Management 
Association, was incorrect, He is based in 
Westfield, N,J. 

The chart on Page 22 should have indi- 
cted that 2(H) companies wen* surveyed hy 
the Product Development & Management 
Association. 

You can commtmicoie with Nation's 

Harness rut: 

Mad: Letters to the Editor. 

Nation's Business 
161SH Street. N.W 
Washington, ftC 20062*2000 

^ FajrtMJhSs7-.U-i7 

Ji CompuServe: 7U-%17$% 

i nte-met 7WB.17S5"* Cfm^msern ro,n 

Please include your telephone number 
and pour postal address. Because <>/ spm 
limitations, "i'i ran not print all letters re- 
ceieed, ond those selected for publication 
tnay be condensni 
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MarketFAX 
gives you quick, 
easy access to 
small business 
information, 
Receive recent 
cover stories from 
Nation's Business instantly via fax! 

Just $4.95 per copy 

Computer Crime 

The era of electronic innocence is over. 
Kirn is must protect Themselves against 
losses from computer hackers* thieves, 
viruses — and employees. 

The Heat Is On LS58 

Small firms are under increasing 
pressure to develop better products 
faMiT just i.'p i t-!tiaiii einnjM'Ul.iv*': hen- 
lie steps that comimnies run follow 7 to 
quicken the pace. 

The Big Switch 1851 

As deregulation of the electric- power 
industry gears up, some small-husineaa 
owners are beginning to see the impact, 
and others would be well-advised to 
know what's at stake. 

Ties Thai Bind 18S6 

Wise small-business people aim for long- 
term relationships that benefit both 
buyer and seller. 

Pension Power 1856 

Small firms now have more ways of 
creating the kind of retirement plans that 
work besl tori hem. 

Labors New Assault 

Big 1 ^alx»r is hack — with aggressive 
efforts to increase union membership— 
and the stakes for business are tiigh. 

Leadership For The New Age 

To meet the challenge of rapid change, 
bright new leaders must be flexible. 

Call loll free 1 -800-597-7363. 
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The Right Twist 
On A Spinoff 



Taking the entrepreneurial leap and 
spinning off a business from a large 
company is a lot like leaving home. 
On one hand, youre giving up the 
security of knowing that you're part of a 
larger organization with administrative 
and financial resources that a smaller, in- 
dependent company may not command. 

On the other hand, spinning off offers 
autonomy and the ability to make your 
own decisions and respond quickly to the 
changing needs of clients or your industry 

In March, 1 took the leap and pur- 
chased the stock in my marketing-com- 
munications company Criterion 
Communications, held by Aetna U.S. 
Healthcare. This gave me full ownership 
of the company 

The enterprise was formed four years 
ago as a subsidiary of LIS. Healthcare 
f which merged with Aetna in 1996 1 to 
handle that company's marketing-com- 
munications needs. But from the begin- 
ing, the operation wanted to reduce its 
dependency on its largest client 

While Aetna U.S. Healthcare remains 
our biggest customer, our base of 300 
clients and projected 1997 revenues of 
$12 million suggested that it was the 
right time to go out on our own. 

Indeed, that is one of the benefits of 
spinning off a business: You have been able 
to establish a vital and growing concern 
under the supportive wing of a larger orga- 
nization. This nurturing environment 
gives a business, like a bird leaving the 
nest, the ability to fly on its own, but it 
doesn't make going solo any less scary. 

Here is what you can do to make life 
easier when your business spins off: 

Acknowledge that change can be 
difficult Even though much of how we 
conduct burimiia remains the same, ln>th 
administratively and with regard to our 
clients, our spinoff entailed a big psycho- 



\farcy Shoemaker w CEO of Criterion 

('timtftrtfttrnttttt's tu Knttf of I'mssuu f'n. 

She prepared this (weot/ttt teith Contribut- 
ing Editor Sunm Kiddle Jaffe. Renders 

trith htsttjhts tut start itttj or rumtivg a 
but >n&$ are invited to amtribnte to this 
column Write toe Entrepreneurs Note- 
tool; Nations Business, 161') II Stmt 

\ \\\ WatteMtm ucmm-mxi 



logical change for the staff. It's important 
to recognize that going from a large com- 
pany to a small one might make employ- 
ees unusually concerned. The company 
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Look before you leap »'>>■> , ue,: >«n *> •••"/> 
mdiary firm out on its oum* sxtyx Many 
Shoemaker o/ Criterion Com m n u icatiam. 



has to prove itself. Paychecks must arrive 
on time, benefits similar to those provided 
by the larger company must be offered, 
and the business must continue to pros- 
per. 

Involve employees. The more knowl- 
edge that employees have about the 
changes that will take place, the more 
comfortable they will be with those 
changes. As we prepared to spin off, we 
formed an employee committee that met 
weekly and participated in our decision- 
making process. 

Create an entrepreneurial culture. 

Breaking away from a larger company 
with many decision -making levels might 



allow you to create greater flexibility in 
your company s approach to a wide range 
of issues, from when work is accom- 
plished to how it is done Hire people you 
believe in, then let them do their 
jobs with a true entrepreneurial 
sense or commitment to their prod- 
uct and the company 

Make your move more than 
just a state of mind. A physical 
relocation is symbolic of your new 
freedom and how you want to do 
business. Use a relocation to re- 
energize your staff and to get them 
thinking about how to make your 
"new" company better. 



Don't try to do it all. Rather 
than creating departments and 
lidding «'rnplovees. consider con- 
tracting with outside service 
providers to handle the administra- 
tive tasks that once were done by 
yOur parent company. 

Stay true to yourself. 

Managing a spinoff is much like 
heading ;i start up. Kmployees 
need to see a strong, dedicated, and 
confident leader, and clients need 
to receive consistent service. 
Just as with leaving home, there 
will be days when youH wish you had 
stayed and days when youll be glad you 
didnt If you stay the course, chances are 
good that the latter will out nunihei -1 In- 
former. ID 
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UJHflT I LEflBHEO 

Leaving the nest van be 
seary, but good manage- 
ment pm help a break- 
away firm fly. 
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Reliability. Performance. Just a few of the things your boss will say about you when you choose 

fleet managers' 

the new Corolla. And this year Corolla has a 120-hp. all-aluminum engine, available side impact air bags 
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Dateline: Washington 



Business news in brief from the nation's capital 



INTERNATIONAL TRADE 



Prospects Remain Uncertain 
For Fast-Track Trade Bill 

As Congress moved toward adjournment of 
its 1997 session, it remained unclear 
whether lawmaker* would grant President 
Clinton so-called fast-track authority for 
trade pacts, which U.S. business sees as an 
important step toward increasing sales of 
goods and services abroad 

Trade agreements negotiated when fast- 
track authority is in effect are subject to an 
up-or-down vote in Congress but cannot be 
altered- Treaties not subject to fast-track 
voting rules can wither if encumbered with 
speciaHnterest amendments. 

Speaking to reporters outside the White 
House after Clinton unveiled his fast-track 
proposal in September, Thomas J, 
Donohue, president and CEO of the U.S. 
Chamber of Commerce, said fast-track au- 
thority is important for trade agreements 
that are "vital to small business and our na- 
tion's continued prosperity." 

Appearing with Donohue was Aida 
Alvarez, head of the U.S. Small Business 
Administration, who said that most U.S. ex- 
fx>rters are small firms and that fast-track 
authority would open foreign markets and 
help these U.S. businesses create jobs. 

Supporters of fast-track authority say 
other countries won't bargain seriously with 
the United States unless the policy is in 
place for fear that Congress will modify any 
"final" deal thereby subjecting it to renego- 
tiation. In addition, supporters contend that 
the U.S. must get back in the trade-deal 
game quickly because many countries al- 
ready have signed t r aoV t j ; u i > u i i h other 
nations and those pacts could put the U.S. 
at a competitive disadvantage. 

While most Republicans support the fast- 
track concept, they object to Clintons effort 
to include labor and environmental provi- 
sions in the future. They argue that lal)or 
and environmental issues should not be 
part of trade pacts and that those seeking to 
raise international labor and environmen- 
tal standards should make their case with 
the relevant international bodies, the 
International Labor Organization and the 
World Trade Organization. 

On the other hand, labor unions and en- 
vironmental groups favor strong provi- 
sions obligating trading partners to protect 
worker rights and promote pro-envmm- 




Followmg a presidential briefing at the White Hnuw. ThmumJ. lhmnhm\ president and 
CEO of the U.S. Chamber, and CM, Small Rimne^Admitfi^rvUirAifhi Alvarez told 
reporters that fast-track authority for trade pacts is important to small finnx 



mental policies. Organized labor is leading 
the fight against fast-track in media cam- 
paigns in the districts of House members 
whose votes it believes can be changed. The 
ads invoke the North American Free Trade 
Agreement, charging that the pact is send- 
ing U.S. jobs abroad 

At press time, fast-track bills were ready 
for floor consideration in both the House 



REGULATION 



OSHA Rethinks Implementation 
01 Record-Keeping Proposal 

An outpouring of concern by members of 
Congress, small-business owners, and oth- 
ers has prompted the U.S. Occupational 
Safety and Health Administration 'OSHAi 
to rethink its proposed changes to a federal 
regulation governing record keeping on in- 
juries and illnesses. 

The regulation requires many businesses 
to maintain records of workplace injuries 



and Senate, although debate had not yet 
been scheduled in either chamber. The 
Senate Finance Committee approved its 
measure Oct. 1; the House Ways and 
Means Committee approved a similar one 
Oct M. Neither hill allows changes in labor 
and environmental standards to be part of 
trade accords considered under fast-track 
authority — J a nws H> >rsha nt 



and illnesses for up to four years. OSHAs 
proposed revision, which the agency says is 
intended to cover fewer businesses and he 
leas burdensome than the current regula- 
tion, tentatively had been slated lo take H- 
fect as early as Jan. L But in the face of crit- 
icism that the new version would, in fact, be 
more inclusive and more burdensome than 
the current rule, OSHA announced in 
Si-piomlx-i -li.ii i hi- changes mighl nol take 
effect until late 1998 or early 1999. 
Many aspects of the proposal are in dis- 
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"DR. is our best 
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Its easy to explain and 
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They get fast 
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in this age of medical 
complexity" 

-Bill A. Turn, 
Utdep€*/U*t£ Sclwol Vuirut 
LubhcL.TX 

(3,300 employee*) 



FOUR BENEFITS MANAGERS. 12,258 EMPLOYEES. 343,224 TEETH. 

ONE SMART IDEA. 
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1 )ei is ion -makers from different industries 
across the country have been discover tag that 
Direct Reimbursement offers comprehensive 
yet cost-effective dental coverage for their 
employees. Its .1 program that reeopuzes 
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the need to eliminate the cosdy administrative 

processes and red tape typical of other types of 

coverage. The need to manage program funds as 

you wish. And the need to give your employees 

freedom of choice and quick reimbursement, 
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REGULATION 



pute. For example, while OSHA savs the 
new rule would affect about 620,000 U.S. 
businesses, the U.S. Small Business 
Administration estimates that it would 
cover about L4 million establishments — 
slightly more than under the current regu- 
lation. Other disputes center on how much 
time and effort small businesses would 
have to spend complying with the new rule 



SPENDING AND TAXES 



and on whether opening workers' injury 
and illness records to public inspection 
would violate their privacy rights. 

"We have gone to great pains to reduce 
the burden and simplify the forms/' 
Gregory R. Watchman, OSHAs acting di- 
rector, said at a Sept. 17 hearing of the 
House Small Business Committee. 

The panels chairman. James M Talent. 



A Growing Budget Surplus 

The landmark budget legislation that President Clinton signed into law Aug. 5 was 
intended to produce a modest surplus in 2002— the first since a $3.2 billion 
surplus posted in fiscal 1969. The Congressional Budget Office now estimates that 
the agreement will produce even better fiscal results: a S32 billion surplus in 2002 
and an S86 billion surplus in 2007. The higher numbers are based on projections 
of greater revenue growth from stronger-than-anticipated economic expansion, 

$100 
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HIRING 



Agency Testing Ways To Ease 
Employment-Eligibility Checks 

The U.S. Immigration and Naturaliza- 
tion Service (INS) is encouraging employers 
to participate in pilot employment-eligibil- 
ity programs slate*! to l>egin hit** this year. 

The programs will enable business own* 
6T8 to use electronic means to verify that 
prospective noncitizen employees are legal 
immigrants. Currently, employers must 
check documents such as drivers licenses 
to determine applicants' citizenship or im- 
migration status during the hiring process. 

Under one pilot program, employers will 



be able to use telephones or computers to 
check prospective workers' identification 
with the INS and the Social Security 
Administration. This program will be oper- 
ated in California, Texas, New York, 
Florida, and Illinois. 

In another pilot, availahle in all states, 
employers will be able to use driver's li- 
censes and photo identification cards deter- 
mined by the Justice Department to be suf- 
ficiently tamper-proof. Employers will 
check numbers on the cards against the 
INS database of legal immigrants. And in 
still another pilot under way only in Iowa, 
I his incases will use drivers licenses or iden- 



Nation's Business November 

R-Mo., disagreed. "1 believe that OSHA 
has underestimated by a factor of hun- 
dreds of thousands the number of small* 
f 1 usi ness establishments which under the 
proposed regulation would be subject for 
the first time to record-keeping require- 
ments," Talent said. "I also believe that 
OSHA has seriously underestimated the 
hurden on these small businesses." 

Earlier this year, OSHA said that restau- 
rant^ cleaning services, and automotive- 
supply stores are among the businesses 
that likely would have to begin maintaining 
safely records under the rule changes. 
Doctors 1 offices, bowling centers, and park- 
ing garages are among those that might be 
exempted based on recent nationwide data 
showing that such businesses have become 
relatively safe places to work. In many af- 
fected industries, firms with fewe r than 20 
employees would l>e exempt. 

The regulation covers each location 
where a business employs people, and it 
would hit the construction industry particu- 
larly hard, according to critics. Companies 
would be required to report injury and ill- 
ness statistics for their sulxxintractors as 
well as for their own workers. 

"This will cause more time behind a desk 
instead of on the job site promoting safety" 
said Alan McCnmb, presidenl of Harold 
McComb & Son, Inc.. a general -con trad- 
ing firm based in Fort Wayne, Ind. 

Lawrence Halprin, an attorney with 
Keller and Heckman LLP in Washington, 
said OSHA has failed to justify its proposal 
to allow fellow employees, former employ- 
ees, and their lawyers to examine injury 
and illness records in a worker's personnel 
file. The provision "would violate the fun- 
damental rights of privacy and due 
process, which are guaranteed by the 
Constitution of the United States to both 
employees and employers." said Halprin. 

OSHAs Watchman said the regulation 
would generate statistics that would help 
small businesses evaluate their safety prac- 
tices. He added that his agency would offer 
businesses free computer software to help 
them comply with the changes, 

—Steve Bates 



tificahon cards thai can tie run through 
magnetic readers, the way credit cards are 
cleared. Iowa is the only state that now is- 
sues machine-readable driver's licenses. 

Businesses interested in participating in 
one of the programs can obtain an applica- 
tion form by visiting their district INS office; 
by writing to the Immigration and 
Naturalization Service, 425 I Street, N.W.. 
Ullico Building, 4th Floor, Washington, D.C. 
20536; or by calling I % u 16 1 4-23 1 7. Or they 
can download the form from the agency's 
World Wide Web site [wwuton&Kddofcgw)) 
print it f mt. and mail or fax it 

Jiiim-s Warshatti 




Jt Simplify 
your benefit 
needs with our 
combination 
of services 



What's the simplest way to protect 
your employees, your business 
and yourself? 

Get The Principal Edge, a combina- 
tion of executive benefits and busi- 
ness insurance solutions provided 
by The Principal 

Our life, disability and retirement 
solutions offer flexibility, cost- 
efficiency and tax advantages. Our 
executive benefits can help you attract 
the quality employees your company 
needs. While our retirement benefits can 
help you keep them. 

We even offer continuation plans that keep your 
business running through life's unexpected events. 

But most important of all, we make administering 
your benefits program as easy as possible. One 
administrator keeps you informed of plan values and 
benefits, and assists with tax issues and accounting. 
You receive one billing statement for all plan members and 
one consolidated annual report listing all plan participants. 
It's as simple as that. 

No wonder The Principal has a proven track record for smooth, 
trouble-free plan services. That's The Principal Edge. 

To learn more about The Principal Financial Group and its products 
and services, visit our Internet home page at http://www.principal.com 
or call 1 -800-986-EDGE (3343). 
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Financial 
Group 

Life, Health, Dental and Disability Insurance * Annuities • Mutual Funds 
401 (k) * Securities • HMO/ PRO • Home Mortgages 

96 Principal Mutual LHe insurance Company. Des Moines, IA 5O392015G. Producls and services Oflefed through Principal Mutual Lilelnsuronce Company (The Principal) and <ts subsidiaries 
)l funds distributed Ihrough Pnncor Financial Services Corporation (member SIPC), a registered broker dealer Securities through Principal Financial Securities I nc. (not available in all stales) 
Man aged hearth care Ihrough Principal Hearth Care. Inc (not available in an states} Home mortgage s a i/ailable through Principal fiemdenhal Mortgage tnc 
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Managing Your Small Business 



Defusing customer complaints; anticipating power 
problem s; tapping overlooked sources of workers. 

By Roberta Ma]ftmrd 



CUSTOMER SERVICE 



Cooling Down 
A Short-Term Crisis 

When a company finds it 
has big problems han- 
dling a surge of customer 
calls and complaints, 
what can it do? 
Community Cab Co. of 
Elsmere, Ky., faced that 
question recently and 
found the answer as near 
as its telephone. 

Community- Cab's trou- 
bles began when it agreed 
to proceed two weeks 
ahead of schedule with its 
acquisition of Covington 
Yellow Cab, which served 
the Covington, Ky, area 
and nearby Cincinnati 
International Airport lo- 
cated southwest of the 
city on the Kentucky side 
of the Ohio River When 
Covington Yellow abruptly went out of busi- 
ness, Community merged its 25 taxis with 
Covington s 35-caf fleet right away 

The deal called for Covington Yellow's 
cabs and routes— but not its drivers — to be 
transferred to Community Cab. But be- 
cause the transfer occurred earlier than 
planned — before Community could train 
its drivers and new hires on Covington 
Yellow's routes— -Community's customers 
suddenly were experiencing waiting times 
of up to two hours. 



PREPAR 



Tips For Coping 
With Power Outages 

W T ith the warm Pacific current called El 
Nino threatening to make this winter's 
weather less predictable across the United 
States, small businesses may want to pre- 
pare for possible interruptions in their 
electric-power service. 

Northeast Utilities System of Berlin. 
Conn., a major electricity provider in New 
England, has experience with severe win- 
ter weather and offers these tips for small 
businesses: 

■ If the electricity goes out, turn off 
major machinery and computers to avoid 
big draws of power when electricity is re- 
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"The public had a huge outcry," says 
Karen Salmon. Community s director of 
sales, marketing, and customer service. "It 
was high-stress time, pandemonium." 

During the first few days, the company 
was receiving 900 to 1,200 calls of all 
types — including requests for service — 
every 24 hours, up from the usual 4O0. 
Though the percentage of complaints was 
not tracked, the volume was significant, 
Salmon says. Not only were customers un- 
happy, she says, but the gripes clogged the 



stored When power returns, turn on ma- 
chinery and computers one at a time. 

■ Make sure your computers' files are 
backed up and that the machines have 
surge protectors to ensure against damage 
when power returns. 

■ i Live a plan to sell your products or 
services without having to rely on electri- 
cal equipment such as cash registers. 

■ Make cash deposits at your bank fre- 
quently so you won't have much cash 
around during a power outage. 

■ Find out if your equipment can take 
a minor reduction or increase in voltage 
that can occur as a result of a power prob- 
lem. Most machines can withstand a fluc- 
tuation of plus or minus 10 percent. ■ 



dispatcher's phone and 
took time away from ef- 
forts to build the com- 
pany s new management 
system. 

Salmon came up with 
a plan. She set up a sep- 
arate customer hut hue 
and had signs placed in 
t abs inviting pat runs la 
caO with concerns and 
questions. Community 
quickly arranged for the 
19-member office staff to 
attend a weekend course 
■ hi telephone etiquette. 

Salmon received close 
to 100 calls on the hoi 
line in the weeks imme- 
diately following the 
plans implementation. 
As promised, all calls 

were returned within 12 

hours. "Quite frankly. 

[callers | were surprised 
to have a call returned." she says. 

As the company's performance improved, 
the number of complaint calls went down. 
Now, a year after the merger, the hot line re- 
ceives about five customer calls per week— 
some positive, others negative. 

"In this era, customer service will make 
the strong survive,* 1 Salmon says. "You can 
learn from your customers how to improve 
if you listen to them * —Joshua Rohm 
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ENTERPRISE 



Small-Business Deadline 

The deadline for applications for the 1998 
Htue Chip Enterprise Initiative, which 
honors small firms that have overcome 
challenges and emerged stronger, has 
been extended to Nov 21 Hie annual 
competition is sponsored by Massachusetts 
Mutual Life Insurance Co. (known as 
MassMutual— Hie Blue Chip Company), 
the US. Chamber of Commerce, Nation'* 
Bminm* and "First Business," the 
Oiaml>erV syndicated rimming business- 
news television program. For information 
and an application form, call 1-800-FOR- 
EM Kl I 1-80^367-2234). 
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Reliable Sources 
Of New Employees 

Finding reliable workers is 
a continuing problem for 
small and medium-sized 
businesses in parts of the 
country where unemploy- 
ment levels are low. Yet 
even in the Milwaukee 
suburb of West Allis — 
where the unemployment 
rate is under 3 percent — 
one company has had pood 
luck filling gaps In its em- 
ployee roster by tapping 
two sometimes-overlooked 
sources: the welfare rolls 
and the disabled. 

The company CD. Baird 
Co., Inc., designs and man- 
ufactures advertising dis- 
plays for use in stores. 
Since 1992, Baird has 
hired 20 disabled workers, 
and since 1995 it has em- 
ployed about 30 former 
welfare recipients. 

The firm says it plans to 
continue hiring such individuals. 

Patti Price, Baird s personnel director, 
found the workers through programs 
operated by local and state economic-de- 
velopment agencies. She discovered that 
such programs— typically funded by 
grants and offered to companies without 
charge — help match job seekers and po- 
sitions available. 

For small firms with limited resources, 
she says, an important program feature is 
the training and continuing support that 



FACILITIES MAINTENANCE 



Don't Let Asphalt 
Let You Down 

What's the condition of your parking lot? 
An asphalt parking lot should hold up for 
as long as years, hul mam deteriorate 
in as few as 10 years because they're not 
properly maintained, according to Alan 
Rose, a 30-year paving veteran and presi- 
dent of Rose Paving and Sealcoating Co. 
in South Holland, III 

Effective maintenance of asphalt areas 
requires that they be checked every two 
years, Rose says, Cracks should be filled— 
even in winter — with a rubberized material 
to keep them from becoming potholes. 
Depressions that Uiome puddles of -(ami 
ing water after a rain are potholes in the 
making, Rose says. 

Asphalt should be coated with a sealant 
every three years, he advises. This seals 
hairiine cracks, helps to prevent the as- 
phalt from drying out. and provides pro- 
tection from decay caused by oil leaked by 
automobiles 




At advertising-display maker (AX HaiidCn in Wtsowxr,*, thejln^shtttimti- 
tvsu« tvi s dimiot: Patti Price, kfl fifth reliable Wmm$ through date and 
local programs that match the disabled and tvelfatr trvipietits until jobs; 
with heKfioml^areMkhaelSpenne}: who is autistic, aMftmnerwdfim 
recipients Kathy Bergant and Phyllis Rogers. 



it offers workers to prepare them for the 
transition to employment, 

"Wisconsin fully realizes that many of 
these people have no work history. You cant 
assume that they know the basic workplace 
conventions, such as attendance and when 
to take breaks," says Price. 

Helping workers learn how to function 
in the workplace is a primary issue facing 
businesses that are taking more people 
from so-called alternative labor pools, 
says Laura Owens-Johnson, a co-director 



If an area is properly maintained and 
the foundation is sound, resurfacing 
should be needed only every 15 to 25 
years, depending on climate and use, Rose 

says. 

Asphalt's biggest enemies are the sun 
i which can cause evaporation of asphalt's 
cohesive properties), water, and the pres- 
sure of heavy vehicles. 

Rose recommends this year-round 
schedule for asphalt maintenance: 

■ November-December. Solicit bids for 
work next season. Doing this can avoid 
new-year price increases. 

■ Jjnuary-Febmary; Repair potholes 
and large cracks as they occur. 

■ March-April: Solicit bids if you have 
not done so already — for asphalt and con- 
crete repair, seal-coating, and lot marking. 

■ April-May: Asphalt plants open. 
Choose a contractor and schedule work 

■ June-August: All phases of mainte- 
nance can be done, weather permitting. 

■ N'piemiK>r-i)ttflbir! Bohrtali .my m 
maining work ■ 



of Creative Employment 
Opportunities, an employ- 
ment firm in Milwaukee 
She cites ethnic-group 
members, homemakers re- 
turning to the work force, 
and the elderly as those 
moving in greater num- 
bers into the job market. 

Among the best sources of 
labor are local or state pro- 
grams, particularly those 
that provide training. 

Other approaches include 
these suggested by Cathy 
Fyock t president of 
Innovative Management 
Concepts, an employment- 
related consulting firm in 
Louisville, Ky. 

■ Place newspaper ads 
in sections such as sports, 
television, and food rather 
than only in the help- 
wanted classifieds. 

■ Advertise your open- 
ings in small community 

newspapers, church 

newsletters, and publica- 
tions of clubs and professional organiza- 
tions. 

■ Encourage referrals from employees, 
friends, outplacement firms, vendors, cus- 
tomers, and pmfessional -service providers. 
Create incentives to boost their participa- 
tion and promote the employee-search pro- 
gram actively 

■ Host an even! When filling several po- 
sitions, says Fyock, an open house or a job 
fair can be an effective means of creating a 
pool of interested candidates ■ 
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Baidrige Award Examiners 

The administrators of the federal govern- 
ment's Malcolm Baidrige National Quality 
Award nre seeking experts in small busi- 
ness to serve as examiners. 

The annual award program, which is run 
by the Commerce Department's National 
Inst itute of Standards and Technology, ree- 
ogmzes as main as two companies in each 
01 ihree categories — manufacturing, ser- 
vice, and small business for their qunhl> 
achievements. 

The late Malcolm Baidrige was secretary 
of commerce during the Reagan adminis- 
tration. 

Examiners volunteer their time to eval- 
uate applications for the award, provide 
feedback to applicants, visit applicant com- 
panies, and recommend award winners. 
Serving as an examiner affords the oppor- 
luiul\ In observe how some hitfh-pertbrm- 
ing small firms do their work. Examiner 
applications will be available Nov. 10; call 
< 30 H 975-2036. 16 
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Unfortunately, the finance 
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The attack was swift and 
precise — the stuff of a 
Hollywood suspense 
film.' 

Early in 1995, hack 
era used the Internet 
to invade the small 
network of comput- 
ers operated by an 
unsuspecting and 
seemingly un- 
likely victim. 
Net Daemons 
Associates Inc. 
iNDA), based in 
Woburn, Mass. 

The five-year- 
old company 
helps firms 
manage their 
computer net- 
works and uses 
its own net- 
work to facilitate 
Internet and other 
communications 
among its employ- 
ees and clients. 1 

The hackers who in- 
vaded the company in- 
stalled a program on 
NDAs network that en- ^ 
abled them to record users* 
passwords and to roam the net- 
work beefy ^ 

The invaders stashed files contain- 
ing identification codes for cellular 
phones, gathered sensitive information on 
NDA and its business customers, and 
then launched similar attacks on those 
companies and other firms. 

Jennifer Lawton, NDAs chief execu- 
tive, says she learned of the unlawful 
activity only when her Internet-service 
provider called to inform her of the at- 
tack. She immediately began scouring 
her network for signs of intrusion. 

Within 48 hours, Lawton, Chris 
Caldwell, the firm's co-founder, and their 
technicians uncovered how the NBA sys- 
tem had been compromised, and they ini- 




Then NDA called in 
the Computer Emergency 
Response Team at 
Carnegie Mellon Uni- 
versity in Pittsburgh, 
which helps compa- 
nies investigate 
computer-security 
incidents. Tech- 
nicians at NDA 

I worked with the 
response team, 
_j the U.S. Secret 
Service, and 
several Inter- 
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net-service pro- 
viders to trace 
the hackers' 
path across the 
Internet based 
on a usage 
profile pieced 
together from 
NDAs network- 





Technical skills - 

i 'hns CaUlttrll to stop attacks uu fhrir 
firm's ctnti}»itt>r nffimrk nnnthj ;> In tut*. 
Similar attacks* hare minced other small 
pntts to men memories 



tiated action to prevent further damage, 
including the installation of sofhvatv in 
prevent the hackers from logging on to the 
network again. 



V By following this 
V electronic trail, the 
Secret Service was 
V able to collar a ring of 
suspects, They were 
W convicted of using net- 
r works connected to 
Internet sites to hide and ex- 
change pilfered cell-phone 
codes. 

"They were kind of like Hansel 
and Gretel,* Lawton says of the hack- 
I ere, "They left lots of crumbs for us to fol- 
low." 

Attacks such as the one at NDA 
are not expected to happen to 
network-savvy companies such 
as Lawton s. She says she knew 
the importance of protecting NDAs net- 
work and the risks involved if she did 
not. Nonetheless, as the head of a small 
firm, she didn't want to pay the $20,000 
or so that it would have cost for the 
hardware and software that might have 
<tavrd i-ft th< attack 
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The era of electronic inn ocence is 
over: Firms must ptvtect themselves 
against losses from compter 
hackers, thieves, and viruses — 
and employees. 
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"It was a relatively new time for the 
Internet/ 1 Lawton says. *So there still 
was a sense that you may not need pro- 
tection if you're small and people don't 
know who you are." 

But the age of electronic innocence is 
long past. In fact, the NDA incident pro- 
vides chilling evidence that 
any company— regardless of 
its size or computer sawy — 
can be a victim of high-tech 
cri me. 

Companies increasingly are 
falling prey to hackers, com- 
puter thieves, software vi- 
ruses, and, in particular, 
unauthorized and often illegal 
activities by their own employ- 
ees. In fact, chances are that 
sooner or later most compa- 
nies will become victims of 
high-tech crime. 

Early this year the FBI 
commissioned a nationwide 
survey of U.S. companies of 
all sizes on the subject of com- 
puter security The survey 
was conducted for the FBI 
by the Computer Security 
Institute (CSI.K a security- re- 
search organization in San 
Francisco, 

Among the survey's findings: 

■ Seventy-five percent of the 
563 companies that responded 
said they had been victimized 
by computer-related crf&M m 
the preceding year. 

■ Fift v-i line percent of the 
victimized companies could 
place a dollar figure on their losses; the 
average per company was $401,600. 

■ Forty-nine percent of the respon- 
dents reported unauthorized use of 
their computer systems. 

The problematic nature of unautho- 
rized computer use by employees and 
intruders alike is confirmed by another 
survey, of l.22. r > subscribers tu 
i a fas* runt ij a computer-security 

newsletter published in Fromintfham, 



Mass. The survey was conducted this 
year by Wilton, Conn.-based accounting 
and management consulting firm 
Deloitte & Touche. It found that secu- 
rity risks are increasing even though 
companies are taking greater steps to 
protect themselves. 



Pathways To Crime 

Companies reporting financial losses attributable lo specific 
types ol high-tech criminal activity and other factors in 1996-g7. 




Virus 
Infection 



Laptop 
Theft 




Abusive Use 
Of Internet 

Unauthorized 
Computer Use 

Telecommunications 
_ Fraud 

Information 

Theft 

Financial 
Fraud 

Sabotage 



7 " : Network 
Uk Break-In 



SOUflCf COMPUTER SECiWJTV INJTfTUTf SURVEY THt t 



Safeware, a computer-insurance firm 
in Columbus, Ohio, estimates that in 
1996, U.S, businesses lost $1,4 billion to 
thefts of computers alone. 

Yet such hardware thefts represent 
the bulk of only one kind of cnmpuier 
crime — the kind that companies ulti- 
mately discover. In many instances, 
companies are never aware that they 
are victims because the stolen informa- 
tion is never missed, says Scott 



Charney, chief of the U.S. Justice 
Departments section on computer 
crime and intellectual property. 

Worse still, says Charney, many com- 
panies are reluctant to report computer 
Crimes to the police, fearing damage to 
their reputation and loss of business if 
cusinmers, investors, and com- 
petitors find out about a secu- 
rity breach. As a result, he says, 
police rarely catch high-tech 
criminals, and cases with a 
happy ending like NDA's are 
rare. 

"Small businesses that be- 
come heavily reliant on com- 
puters will have the same prob- 
lem that large businesses have" 
with computer crimes, says 
Charney. u To the extent that 
some of their information is 
I commercially] valuable, they 
also [face] serious risk* that it 
could be stolen. 

In fact, Charney and other ex- 
|jert> note thai when computer 
criminals strike, small-business 
victims can suffer relatively more 
than large corporations, whose 
bottom lines are more resistant to 
damage from any single theft of 
equipment or information. 

Regardless of a company's 
sij&e, it will find that de- 
terring high-tech cnme 
ran be a daunliru: chal- 
lenge. Experts in such crime 
have concluded that technologi- 
cal safeguards can, at best, only 
make it harder for wrongdoers to strike. 

Technology cannot provide a complete 
security system," says hit rice Kapalus. 
CSTs executive director. The bad guys 
simply have too many feces, both inside 
and outside a company, she says. 

Technology is not the whole solution, 
though, says Rapalus. It also involves ef- 
fect i\ely manapnu people. And its about 
managing your data. It s alxiut protect- 
ing your business.* 
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In short, deterring 
criminal activity in- 
volves assessing vul- 
nerability, instituting 
the best protections 
possible, and formulat- 
ing plans for respond- 
ing if criminals strike. 

The Threat From Within 

One unsettling fact 
about computer crime 
is that the greatest 
threat to information 
security in small firms 
has proved to be their 
employees, says Ron 
Hale, a criminologist 
and senior manager of 
computer-insurance 
services with Deloitte 
& Touche. A company's 
employees typically 
have access to its per* 
sonal computers and 
computer networks, — 
and often they know 
precisely what business information is 
valuable and where to find it 

For distressing proof, look no further 
than MC 2 — pronounced 
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Security expert Kevin Coffey worm that crtomcl* nut etmiy switch portable 
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a network consulting firm in Warren, N,J« 
MC 2 couldn't have been more vulner- 
no further able to wrongdoing than it was in 
MC Squared*— January 1996, when its buildings roof 
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caved in under the 
weight of an East 
Coast blizzard. The 
collapse forced the 
c o m pa ny to o pe r a t e 
from a smaller, nastily 
rigged location while 
its headquarters build- 
ing was being cleaned 
and repaired. 

While working in 
that less-secure envi- 
ronment, in which the 
firms network-server 
computers couldn't be 
locked in a separate 
room, an MC 2 engineer 
devised a way to con- 
nect his home com- 
puter to the company's 
network via modem. 

He then left the com- 
pany but he continued 
to use his modem con- 
nection to log on to the 
MC^ network, diverting 
to his apartment copies 
of incoming and outgoing electronic mail 
as well as interoffice communications. 

The engineer forwarded confidential 
correspondence about MC-s projects and 



High-Tech Security Guards 



New technologies have created new 
types of high-tech crimes and criminals. 
As a result, preventive measures have 
become much more complex. 

Entrepreneurs used to be able to 
secure their businesses using only 
strong locks, guards, and alarm sys- 
tems. No longer. 

High-tech crooks now can invade 
companies via telephone lines with 
technologies that are foreign to many 
business people. Such technologies in- 
clude so-called war dialers, which au- 
tomatically dial phone numbers in 
search of modems; password snifters, 
which record incoming user passwords; 
random-number generators, or pass- 
word crackers, which trues- passwords; 
;ind software viruses that can wreak 
havoc on computer systems. 

Often, small companies don't know 
they have been victimized until it a too 
late "Some attacks an* harder to detect 
than others/ says Patrice Rapalus. exec- 
utive director of the Computer Security 
Institute, a security-research organiza- 
tion in San Francisco. "If a company 
doesn't have a good security system in 



place, it may not know that it's been com- 
promised* 

Several tools are available to help com- 
panies protect themselves against com- 
puter crime. Yet experts say companies 
shouldn't ivlv on any one security solu- 
tion. Instead, they should put together a 
combination of products that work to- 
gether and fit their security needs. 

"You need to find tools that will pro- 
vide end-to-end security/ says Kathy 
Kincaid, VT Security Program director 
for IBM Corp. in Somen*, N Y. "You 
need to guard your applications, your 
systems, and your networks. And then 
you must manage the security" 

Hitting The Wall 

The first line of defense for many firms is 
a so-called firewall — software that is in- 
stalled on a computer positioned between 
a company's computer network and its 
connection to the outside world. 

Firewalls are. programmed to decide 
who can access the network and what 
information they can view. Firewalls 
are highly effective but can cost more 
I than $20,000. The high price explains 



why many small firms are tempted to 
do without them. New, lower-cost fire- 
wall software is coming on the market, 
however, to serve the many small com- 
panies that are connecting their net- 
works to the Internet 

One low-cost option is The Wall a 
firewall product from Raptor Syste 
Inc., a Waltham, Mass., security-so 
ware company. This $99;") firewall 
comes precon figured to block all in- 
brand access to a company's network, 
which helps protect against intruders 
It also prevents legitimate remote ac- 
cess by employees, however. The Wall 
does allow for controlled emplovee ac- 
cess to the Internets World Wide Web, 
electronic mail t file transfers, and 
Internet newsgroups. 

Another company working on similar 
lower-cost products is J Uiver Inc. in 
Minneapolis. Its firewall for small 
businesses, called ICE. Block, retails 
for $1,495. It gives companies control 
over user access and network ser vices, 
and it is designed to protect against 
hackers and network attacks. It is 
made for network servers that run the 
I 'NIX operating system, although it 
supports Windows-based PCs, 

But firewalls often are not config- 
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personnel matters to his friends still em- 
ployed by the company Worse yet, he 
sent sensitive customer information to a 
friend employed by an MC^ competitor, 
which subsequently managed to win over 
some of the firm s clients. 

Three months elapsed before MC 2 ex- 
ecutives learned that confidential mes- 
sages were being circulated within the 
business, says Paul G. Lewis, MC^s 
president and CEO. An audit of the 
company's network-usage patterns re- 
vealed a nightly modem connection 
from someone with full network-access 
privileges. 

Lewis reported the break-ins to the 
computer-crimes unit of the New Jersey 
State Police, which traced the incoming 
modem calls to a phone number billed 
to the former MC* employee. 

After gathering evidence for several 
monihs. police arrested the man, who 
pleaded guilty to computer fraud. It was 
his first offense, and he was fined and or- 
dered to perform community service. The 
individual who concocted this was just a 
young kid/ says Lewis. "I was surprised 
because I always 
thought he was a loyal f 
employee." 

Lewis says the break- 



"T 

I he crooks are 
looking for an 

easy target, so if 
you make your- 
self a hard one, 
they'll move on to 
someone else." 

—Security Consultant 
Kevin Coffey 
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ured properly to stop 
intruders. "I've seen 
firewalls that were 
nothing more than 
expensive routers 
[devices that route 
■aflk between net- 
r orks| because [the 
unpaniesl had the secu- 
rity features turned off," says 
Ira Winkler of the National Computer 
Security Association in Carlisle, Pa. 

Even the more expensive firewalls 
aren't impenetrable Winkler notes 
that backed are always looking for 
vulnerabilities in fin-walls, and when 
they find one they often share it with 
others over the Internet Thus, a 
would-be hacker who knows the kind 
of firewall a company i> using probably 
can find a method for breaching it 
posted on the Internet. 

Taking A Look 

Secxtrity-scanntng software such as 
The Internet Scanner from Internet 
Security Systems Inc. in Atlanta tests 
a company's network to find its weak 
spots so they can be shored up. The 
software provides the digital equiva- 
lent of patrolling your building and 



ins cost MC 2 more than 
I $1 million in business. 
Moreover, the company 
lost several valuable em- 
ployees who were upset 
about electronic mail con- 
taining negative com- 
ments about them* 

(For having dealt suc- 
cessfully with its chal- 
lenges after the blizzard, 
MC 2 was named a Blue 
( Slip Enterprise this year. 
The Blue Chip program is 
an annual competition 
co-sponsored by Mas- 
sachusetts Mutual Life Insurance Co., 
also known as MassMutual— The Blue 
Chip Company; the U.S. Chamber of 
Commerce: Xctim'8 Business; and "First 
Business," the Chambers syndicated 
morning business-news television showj 
Security experts say that when infor- 
mation is stolen from a company, often the 
culprit is a seemingly loyal employee. 
Employees may steal data because of dis- 
>atisf'avtJon wilh salary, promotion opjxir- 
t unities, or working con- 

^ ditions: conflict with 

managers; financial 
problems linked to alco- 



checking its locks. 

User-authentication 
systems, another form 
of computer-crime 

deterrent, go 
beyond the nor 
mal user IDs and 
passwords to keep in- 
truders from gamine; ac- 
cess to a network. 
SeeurelD, from Security Dynamics 
Technologies Inc. in Bedford, Mass., al- 
lows companies to issue one-time pass- 
words to employees using an electronic 
token. When users log in to the net- 
work, they type their user ID and 
password, followed by the secret code 
displayed on the token. The token con- 
tains a chip that is programmed to 
generate a new secret code for the user 
automatically every 60 seconds: the 
user code matches one generated by 
the network server. 

The next step in computer security is 
to monitor and control what users do 
after gaining access to a network. 
Network operating systems such as 
Microsoft Windows NT and Novell 
IntranetWare, along with many network- 
baaed applications, let companies issue 
different lewis of clearance to different 




hoi or drug use; or a need to 
pay for costly medical 
treatment for a spouse or 
child. 

Deloitte & Touche's 
Hale says that most com- 
puter-crime perpetrators 
misuse authority given to 
them by their employer- 
and that such crime is a 
problem particularly in 
small companies, where 
employees often have lit- 
tle direct supervision. 

Empluvees ran do a lot 
of damage, says Ira 
Winkler, director of technology for 
the National Computer Security 
Association ( NCSA), a security research 
and consulting firm in Carlisle. Pa. He 
cites the case of a former engineer at 
Intel Corp who attempted To sell copies 
of designs of the company's Pentium 
processor to agents of foreign govern 
ments upon leaving Intel's payroll. 

Another example, says Winkler, is t he 
theft at Levi Strauss & Co. of a com- 
puter disk containing personnel infor- 
mation; company officials suspect it had 
to be an inside job. 
What can a company do to prevent em- 



users. Companies thereby can restrict ac- 
cess to specific applications and types or 
locations of data. 

By using more-specialized network- 
monitoring programs, such as Purview 
Internet Manager from On Technology 
Corp. in Cambridge, Mass.. and Net 
Access Manager from Sequel Technology 
Corp. in Bellevue. Wash,, a small firm 
can monitor what users do on both the 
local computer network and over the 
Internet; firms also can limit users* ac- 
cess and compile reports on users' behav- 
ior patterns. 

Preventive Medicine 

Among the most potentially damaging 
high -technology line; its that companies 
have U» defend themselves against are 
computer viruses. All incoming files and 
programs should be scanned for viruses 
using an up-to-date antivirus program, 
and all individual computers should l>e 
equipped with a virus scanner a<* well. 

Among the most popular antiviruses 
are VimsShield arid NetShield from 
McAfee Associates Inc. in Santa ( lara, 
Calif; The Norton Antivirus from 
Symantec Corp. in Cupertino. Calif; and 
InterScan VirusWall and ScanMail from 
TYend Micro Inc. in Cupertino. 
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ptoyee crimes such as these? The first 
step, .says Winkler is to know which peo- 
ple have the most opportunity to do dam- 
age. The most likely suspects, he says, 
are employees who arrive at work early 
in the morning and leave late at night. 

Winkler says company owners should 
be aware of their employees' schedules 
and find out what they're doing if they 
linger beyond normal business hours. 

In addition, companies should set 
their networks to monitor activity in — 
and restrict access to — 
sensitive files, and they 
should strip employee 
PCs of nonessential 
modems that could be 
used wrongfully to 
transmit information. 
*These are basic, com- 
mon-sense issues * says 
Winkler 

Other common-sense 
safeguards, he says t in- 
clude imposing pass- 
word requirements, 
which can help keep 
unauthorized users out 
of computer systems. 
Further, he advises, be- 
cause employees often 
write down their pass* 
words and keep them 
near their computers — 
where others can easily 
find them — employees 
should be instructed to 
memorize their pass- 
words and be prohib- 
ited from telling them 
to others. 

Hale adds that secu- 
rity is also a matter 
of knowing people. 
Companies should per- 
form background checks on job candi- 
dates, especially those applying for po- 
sitions with access to sensitive company 
information. 

Managers should also be aware of 
changes in their employees* moods, per- 
sonal situations, and behavior patterns, 
which may <\nvui\ dissat tslaction with 
the company* 

intruders From The Outside 

CSI officials, having reviewed data col- 
lected in the computer-security survey, 
say that high-tech attacks by out- 
siders — though still fewer than those by 
insiders — are on the rise* 

The perceived increase, CSFs 
Rapalus believes, stems from the 
growth in the number of companies 
whose networks are connected to the 
Internet or that have installed modems 
on their networks that enable employ- 



ees to access the networks from afar. 

*A smaller business may be less at 
risk from someone gaining access" to its 
network, Rapalus says, but managers 
still need to be aware of the external 
computers and networks to which their 
company is connected. These connec- 
tions u can be used as a launching pad 
for attacks/' she .says. 

That was the break-in method used by 
the hackers who victimized NDA. CEO 
Lawton estimates that the incidents 




Computer-network consultant Pn^Ki L< »w remam unhappy that Ins firm, 
MC* f lost vahiabte employees after confidential electronic inail was cirvidated 
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| probably went on for several months be- 
fore they were discovered. 

She says the situation put her com- 
pany in the difficult and potentially dam- 
aging position of defending itself against 
accusations that NDA was attacking 
other firm*, even as it informed its 
clients alxiut what had happened and 
tried to find and fix the crack.* in its so- 
curity barriers. 

u It was embarrassing and tin com fort- 
able," says Lawton. 

Former hacker Bruce Fancher, now 
president of Evolution Online Systems 
Inc., a software-development firm in New 
York City, says today's computer intrud- 
t r< regularly scour electronic bulletin 
boards, newsgroups, and mailing lists, 
exchange electronic mail, and \m>i*- over 
trade and hacker magazines to learn the 
vulnerabilities of computer systems. 

He savs the Internet is riddled with se- 



nility faults The UNIX operating system 
that is found on most Internet server com- 
puters was designed to be "open," thereby 
enabling the servers to communicate with 
far-flung networks of other types. 

It's that openness that makes UNIX* 
based systems easy to attack, Fancher* 
says. He notes that Microsoft's Windows 
NT operating system, which powers many 
other Internet servers, has similar vulner- 
abilities. 

"If people really knew the extent to 
which the Internet is 
Swiss cheese, they would 
freak out," Fancher says. 

As with employee 
crime, the best protec- 
tions against attacks by 
outsiders are matters of 
common sense, say secu- 
rity experts. Companies 
can buy a technological 
barricade called a fire- 
wall and position it be- 
tween their internal net- 
works and external ones, 
but hackers often can get 
in anyway because the 
firewall hardware and 
software are poorly con- 
figured or are not acti- 
vated. 

One way to avoid these 
problems is to pay out- 
side experts to cany out 
these complex configura- 
tion and installation 
chores. 

The NCSAs Winkler 
notes that most hackers 
break in to a company 
using information they 
have gained during 
phone calls to unsuspect- 
ing employees. He recom- 
mends adoption of policiea that prohibit 
employees from giving out sensitive com- 
pany information over the phone without 
a supervisors approval. 

Winkler says other tools often used by 
thieves include software programs 
known as " war dialers." The programs 
enable the hackers to scan particular 
telephone exchanges for modem lines 
and then attempt to break in once they 
are connected to one of the lines. 

Simple defenses against outside at- 
tacks, such as passwords, often canbebro* 
ken easily because employees choose com- 
mon words or names as their passwords. 
Deloitte & Tbuche's Hale recalls how 

once, to pmvr a puna, he broke in to more 
than 1(K) of his Chicago clients computers 
n modem or over the Internet by using 
the password "Bulls,* the name' of the 
city's world-champion basketball team. 
He says hackers also have an array of 
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break-in tools such as "cracker" soft- 
ware programs, which guess passwords 
based on words and numbers, and "snif- 
fer" programs, which are installed at a 
modem or at the gateway between a 
company's network and the Internet to 
record the passwords of people logging 
on to the network. 

Disappearing Hardware 

Theft of hardware — specifically desktop 
and notebook computers — is the most 
common type of computer crime, ac- 
cording to the CSI study. 

Notebooks are especially attractive tar- 
gets, accounting for 64 percent of stolen 
computers, according to computer-insur- 
;mce firm Safeware, which estimates 
that thefts of notebooks alone increased 
27 percent in 1996. 

Thieves typically prey on business 
travelers, snatching their portable com- 
puters in airports or hotels when the 
victims aren't looking. 

The most common crime locations, 
says airport-security expert Kevin 
Coffey, are ticket counters, check-in 
desks, security checkpoints, skycap 
Stands, baggage-claim carousels, and 
pay phones, 

Coffey, who owns Corporate Travel 
Safety, a consulting firm in Canoga 
Park, Calif,, is also a sergeant with the 
Los Angeles Police Department. He 
founded the LAPDs airport-crime unit, 
Coffey warns that professional com- 
puter thieves often work in teams and 
blend in with travelers. They usually suc- 
ceed in their crimes, 
he says, because vic- 
tims seldom report 
stolen notebooks to 
the police. Those who 
do report such thefts 
rarely know the ser- 
ial numbers of the 
pilfered machines, 
which makes them 
hard to trace and 
identify. 

To have a better 
chance of recovering 
stolen notebooks, vie- 
tims should alert po- 
lice immediately and 
provide complete 
descriptions of the 
including serial num- 



Damage 

caused by 
software 

viruses is an 
immediate 
threat to 
small com- 
panies. No 
firm is 
immune. 



missing computers, includir 
hers. 

The best protection for travelers, 
Coffey says, is to be extremely sensitive 
to the potential for theft, to carry serial 
numbers separate from the equipment, 
and to tape a business card to the bot- 
tom of each computer. 

Other tools for preventing PC thefts 
include locks, alarms, and tracing soft* 
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With computers, trouble is always a 
possibility. 

Hard disks fail, networks crash, files 
get corrupted, programs become in- 
fected with viruses, and natural forces 
such as lightning cau.se disrupt ions— 
often at the worst times. Even when 
businesses take precautions, bad 
things can happen. 

Tou never expect it,* says Paul 
Lewis of MC- 1 pronounced MC- 
Squared) about events such as 
the blizzard that severely 
damaged his company s of- 
fice and prevented him 
from accessing the 
company's comput- 
ers and data files. 
"These are the 
things that you 
read about. 
They happen 
to other peo- 
ple, but you 
never think 
they can happen 
to you." 

technological dis- 
asters can be dev- 
astating t«> a 
small company. 
Chances are that J_ 
the data on a 

firm's computer or network include 
crucial information about customers, 
finances, personnel, and suppliers 
that is nearly impossible to re-create. 

Consequently, small companies 
would be wise to abide by a mantra re- 
cited often by computer technicians 
and network administrators: "Back up. 
hack up, back up." Following this ad- 
vice may be the most important safe- 
guard against loss of your business in- 
formation. 

•The bottom line is money,* says 
Hilton H Augustine Jr., chairman and 
CEO of GMSI, a network-systems com- 
pany in Bethesda. Md. "If you don't 
back up your network and you have a 
crash, you lose money. The more mis- 
sion-critical the data, the more the im- 
pact from the loss." 

Backing up data means copying it. If 
files are lost or damaged* they can be 
replaced with the copy. Data are usu- 
ally backed up each night to a tape 
drive or other device using software 
that automates the process. Its impor- 
tant to keep the backup off-site, where 
it won't he damaged along with the 
original if disaster strikes. 



Lewis says MC- has been keeping 
backup tapes off-site since the bliz- 
zard, and the company recently began 
hacking up data to a remote file server 
via a network. 

Network consultants, telecommuni- 
cation companies, and third-part} 
services such as Connected Corp. in 
Framingham, Mass.. and IBM Corp. 
in Somers, N.Y., can also back up a 
company's data to one of 
their servers via a 
modem connec- 
tion, dedicated 
line, or the 
Internet. 

If the worst 
happens and 
you lose impor- 
tant business 
data, all may 
not be lost. 1 1 
the loss is a re- 
sult of a relatively 
minor glitch, the 
data often can be 
recovered using the 
diagnostic software 
built into Microsoft 
1 _. . Windows 95 or a 

stand-alone pro- 
™* gram such as Tin- 

Norton Utilities from 
Symantec Corp. in Cupertino, Calif., 
or Nuts & Bolts from Helix Software 
Co. in Long Island City, N,Y. 

If it's more than a minor software or 
hardware problem, you may have to 
turn to a data-recovery service such 
as DriveSavers Inc, in Novate. Calif, 
or Ontrack Data International Inc, in 
Eden Prairie, Minn. Such firms can 
recover much or all of the data lost to 
viruses, file corruption, hardware fail- 
ures, and software problems. 

To recover the data, companies usu- 
ally must ship their hard disks 
to the recovery service, which then 
diagnoses the problem and tries to 
fix it. 

In some areas, lueal consultants can 
send a technician to the business site 
to analyze and fix a problem. 

Recently, Ontrack introduced free 

software called Data Advisor thai diag- 
noses hard-disk failures at a com- 
pany's site and determines whether 
the data can be recovered. 

Later this year. < >nt rack's techni- 
cians will be able to fix the hard disks 
remotely via modem using a suite of 
sophisticated tools 




NOW THERE ISN'T A REASON TO PUT OFF CHOOSING 
A RETIREMENT PLAN. 




Introducing the 
CHAMBERplan for Retirement 

from the U.S. Chamber of Commerce 9 and Fidelity Investment* 




Finally, a 
401 (k) PLAN 
FOR BUSINESSES 
YOUR SIZE. 



The 401(k) plan that makes it easy to make the right 

choice om of ihc maze of retirement plans comes one designed specifically 

for businesses your rise Us ihc U.S. CHAMBERplan for Retirement, a straightforward, no 

guesswork, no hidden fees 401 (k) plan uniquely brought to you by people who know and 

lobby for business, the US. Chamber of Commerce, and an industry leader in retirement 

planning, Fidelity Investments'. CHAMBERplan" 4 b comprehensive Its affordable 
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ware, which sends signals to a tracking 
service by modem when a stolen com- 
puter is connected to a phone line. 

"The crooks are looking for an easy 
target ~* says Coffey, "so if you make 
yourself a hard one, they'll move on to 
someone else,** 

Coffey adds that making yourself a 
hard target is also key to preventing 
computer thefts from an office. 

As with thefts of data, Winkler says, 
computer thefts from offices often are 
inside jobs committed by employees, se- 
curity guards, or cleaning and mainte- 
nance crews. These workers frequently 



Companies' responses when asked if their comp 
systems had been used without authorization 



Develop A Company Policy 




HM 



know where computers are kept and 
how to get to them, he says. 

More-brazen thieves break into compa- 
nies in retail locations or office parks by 
smashing doors or windows, gathering 
up PCs, and making their escape before 
police can respond to burglar alarms. 

No matter who does the stealing, the 
pilfered PCs usually are taken apart 
and sold as parts, say law-enforcement 
officials. These parts, as well as intact 
stolen notebooks and peripheral equip- 
ment, often are sold to pawnshops or 
nre peddled at computer swap meets, 
where people sell new and used com- 
puter hardware and software. 

Hank Kaminski, a dealer in used com- 
puters and owner of the Computer 
Renaissance franchise in Madison, Wis., 
says it's hard for dealers to tell stolen 
goods from legitimate items. Over the past 
two years, he has helped police nab sev- 
eral computer thieves. 

In one case last year, Kaminski he- 
came suspicious when a student from 
the nearh\ rnsv.-rsiiv of Wisconsin 
came into his store several t inn - t rying 
to sell new memory chips. Later, the 
student returned to sell Kaminski a 
new notebook computer, even daring 
him to hav" "hi, polio friend*" true*' it 

Kaminski did just that. He also called 
the local American TV consumer-elec- 
tronics store, which sells PCs, 




Firewalls, security scanners, antivirus 
software, and other types of security 
technology aren't enough to prevent 
high-tech crime. Real prevention begins 
by formulating a company security pol- 
icy that details — among other matters — 
what information is valuable and how to 
protect it. 

"A lot of companies don t have a policy 
in place," says Patrice Rapalus of the 
Computer Security Institute in San 

Francisco. It's 

still an area 
where there 
needs to be a lot 
of awareness. 
Companies don't 
bel i eve its a 
problem." 

A good security 
policy shouldn't 
be just a list of 
stringent rules 
imposed upon 
employees, ac- 
cording to Ira 
Winkler of the 
National 
Computer 
Security Association in Carlisle, Pa, In 
his book, Cor}H»vtt Eapminujt- Prima 
Publishing, $26 J t Winkler recommends 
that employees be involved in establish- 
ing the policy because they can suggest 
areas where the company ts vulnerable 
based on their on-the-job experience. 

Besides seating rules for users, the pol- 
icy should spell out managers 1 responsi- 
bilities Computer-security experts and 
product vendors recommend that a com- 
pany's policy include the following items: 

What Computer-System Managers Musi Do 

✓Monitor email wees' use of l*i *s. com- 
puter networks, and the Internet. Inform 
employees (hat monitoring will occur. 

✓classify information based on its 
importance, and assign security clear- 



1 n*l» of 1 . 1 1 v computer was missing from 
American TV, whose security videotex- 
subsequently revealed two security 
guards taking items from the store. Police 
arrested the student when he returned to 
Computer Renaissance to pick up his pa> - 
merit for the computer They later appre- 
hended the guards from whom the stu- 
dent had obramod the computer 

" What makes me suspicious is when 
somebody wants the money right away 
and doesn't want me to test the equip- 
ment/ says Kaminski. "We test every- 



ances to employees based on their 
need for access to the data. 

✓Record serial numbers of technology 
equipment such as personal computers, 
notebook computers, and printers. 

✓ Limit visitors' access to the facility 
✓Assign a person whom service 

providers can call if they discover un- 
usual computer or telephone-call activ- 
ity that .suggests a break- in during 
evenings or on weekends. 

✓ Periodically assess the vulnerabil- 
ity of computers and networks and of 
security devices such as alarms and 
locks. 

✓ Keep up with new security vulner- 
abilities by consulting sources such as 
the Computer Emergency Response 
Team at Carnegie Mellon University 
urtrirxnijMjK the National Computer 
Security Association I trf^tcncsdConiX 
and the SANS Institute i tnvn:xan*<ny), 

✓Remove modems from individual 
PCs and cut down on the number of 
modem lines that go out of the building. 

What Employees Supervisors Must Do 

✓Assign passwords to employees 
and instruct them to keep them confi- 
dential. Kmployees >houM not reveal 
passwords to others or write them 
down where they could be found. 

✓ Instruct employees not to give out 
sensitive information over the tele- 
phone. Employees should verify a re- 
quest for informat ion with a supervisor 
if they are unsure about the sensitivity, 

✓ install password-protected screen 
savers that prevent people from seeing 
what is displayed when the user has 
stepped away from the computer 

✓ Have employees log off the network 
and shut down their PCs at the end of 
the day or when they go to lunch. 

✓ Don't allow employees to install 
their own software on PCs. 

✓Require employees to encrypt sensi- 
tive files that thev send via the 'internet. 



thing before we buy it. And we ask why 
they want to sell it. And if we get more 
than one story, we question it 

Stopping office thefts of computers is 
no different from preventing other of- 
fice break-ins, says Winkler, who sug- 
gests that companies begin their pre- 
vention efforts by keeping an 
equipment inventory/ 

Businesses should also lock comput- 
ers and monitors to desks, store PCs 
and peripherals that aren't in us** in 
liK-kod rooms, and purchasr insurance 
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for their computers, he advises. Visitor 
access to company offices should be lim- 
ited. Winkler says thieves often case 
businesses to see where equipment is 
kept. 

Another deterrent is to attach elec- 
tronic tags to computers so that 
removal of equipment from company 
premises is detected automatically, 
says Peter N. 
Bennett, president 
and CEO of ATT 
Corp., a security* 
equipment firm in 
Ottawa, Ontario. 
This technology is 
really very basic, 
and the prices 
are coming down 
rapidly,** he says. 
The tags, which 
cost as little as $3 
apiece when pur- 
chased in bulk 
quantities, emit 
radio-frequency 
signals that either 
set off an alarm or 
activate a video 
camera. 

The Viral Menace 

Next to computer 
theft, damage 
caused by soft* 
ware viruses is the 
most immediate 

threat to small businesses. The NCSA 
estimates that 67 percent of U.S. com- 
panies had equipment affected by 
viruses last year. 

Viruses are contained in software 
programs and infect stand-alone com- 
puters and networks. Most are the 
malicious — or at least mischievous — 
creations of technically advanced com- 
puter users, and they can destroy docu- 
ments and files, crash hard drives, and 
render PCs inoperable. 

The NCSA estimates that there were 
more than 16,000 computer viruses as 
of September, and it says the number is 
increasing daily. 

Four years ago, software developer 
Calibre Systems Inc. in Fails Church, 
Va.. caught a particularly serious virus — 
the Satan Bug — which rapidly spread to 
most of the computers attached to its net- 
work. The virus destroyed program files 
everywhere it went 

Brandt Adams, Calibre's director of 
integrated information systems, says 
the virus probably came in through a 
diskette obtained from one of the firm's 
clients, many of whom contract with 
the U.S. Defense Department, Adams 
notes that computers at the Pentagon 



had been infected by the same virus. 

Calibre tried to stop the virus from 
spreading, or to at least slow it down, 
by installing three different antivirus 
programs on each infected computer 
But the Satan Bug struck back, attack- 
ing one of the antivirus programs as it 
was being loaded. 

The company ultimately had to hire a 




Used-computer dealer Hank Konnntki m//* if* hard to tell if items air stolen, lehieh 
makes it tough to apprehend eoutptder th teres. 



security-software firm, Norman Data 
Defense Systems Inc. in Fairfax, Va., to 
write a program to neutralize the virus. 

"Virus protection was kind of catch as 
catch can" at Calibre before the "in- 
dent, says Adams. The company lacked 
a policy that required scanning incom- 
ing diskettes using antivirus software 
that detects and destroys viruses. 
There's a lot of risk if you don't have a 
lt'iih! policy and. more importantly, en- 
force it.* 

Viruses often embed themselves in 
computer programs and spread when 
people copy the programs from 
diskettes or a network hard drive or 
when they download them from the 
Internet, says Matt Bishop, an associ- 
ate professor of computer science at 
the University of California, Davis, 
and a consultant with the SANS 
Institute, a security research and edu- 
cation association. 

Viruses are primed to inflict damage on 
specific days and at specific times, or 
under certain conditions, or when some* 
nne installs or runs an application. The> 
can replicate themselves on a system, and 
so, says Bishop, "if you delete the original 
program, the virus will still run." 



Viruses are becoming a greater prob- 
lem as more companies connect to the 
Internet, according to the NCSA In ad- 
dition to being embedded in programs 
downloaded (rum the Internet, viruses 
are occurring in a new foim called "macro 
viruses/* which often spread through 
word-processing and spreadsheet docu- 
ments attached to e-mail messages. 

Stopping viruses 
requires vigilance. 
Bishop says the 
first defense is to 
install and regu- 
larly use software 
that scans PCs and 
computer net works 
for viruses and de- 
stroys them upon 
detection. 

In addition, this 
software should be 
set to scan all in- 
coming fdes from 
diskettes, modems, 
CD-ROMs. the 
Internet, and tape 
drives. 

Antivirus pro- 
mams must be up- 
dated at least 
monthly to fight 
the hundreds of 
new viruses that 
emerge each year. 

An equally im- 
portant deterrent 
is to prohibit employees from putting 
programs on their office PCs without 
company approval, so that someone in 
the business can ensure that the pro- 
grams are scanned for viruses before 
they can do damage. 

II" company is immune from 

mkm viruses and other high-tech 
111 '>»'fats Ji-nnifer Lawton of 
■ ■ NDA discovered tf 
that no company— not even a company 
in the computer business— can afford 
not to have a strong defense. She says 
she has found that tf it can be expensive 
if you don't think about security up- 
front /' 

Yet, as Lawton also discovered, pro- 
tec ting ones business from these 
threats isn't much different from deter- 
ring other types of crime. Security ex- 
perts say it requires planning, constant 
vigilance, and, above all, common 
sense, 

Cybercrooks are out there Don t let 
your company be their next victim, » 
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SAN JOSE 

CAPITAL OF SILICON VALLEY 

RFP for Outsourcing 
Billing Services 

The City of San Jose, California will be issuing a Request for 
Proposals (RFP) for installing, operating and maintaining a Garbage 
Billing System capable of processing 200,000 bi-monthly accounts. 

The RFP will be divided into two parts, and proposals may 
be submitted for either or both parts: 

• Computer software and hardware; 
installation, operation and system maintenance 

• Bill printing, mailing and remittance processing 

Request for Proposal Release 1 2/1/97 
Mandatory Proposal Conference 1 2/1 2/97 

To be placed on our RFP mailing list please contact us via: 

email: iwm,rfp@ci.sj.ca.us 

fax (408) 277-3606 

mail: City of San Jose 

Environmental Services Department 
Attention: Billing RFP 
777 North First Street, Suite 450 
San Jose, California 951 12 

The posting of this Announcement is for information only and does 
not obligate the City of San Jose with regard to any further action. 
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Fantastico. 

With warm inviting atmosphere and a rigorous approach 
to quality. Cumina Real Hotels provide all the business 
amenities. Whether you require a private conference 
room or you re having dinner with a client, Camino Real 
fumisim tfje ultimate setting. From the executive floor 
of the Camino Real Cluh, which offers a wide variety of 
business services to the lavish selection of leisure 
activities. And our Corporate Rate package makes it one 
deal you shouldnt pass up 
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Call 1-800-7-Camino 
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Emergency Paramedics 
Emergency Medical Services 



They are not just ambulance drivers. 

Steve Samuels, Davin McGloin, and Anfoine Brooks save lives. 

When they are called to an emergency, their job is initial diagnosis and treatment. 
The first few minutes are the critical stage in an accident or sudden illness, and 
these EMS workers are trained to use a variety of procedures and medications 
based on their own well-informed judgements. 

They all have extensive specialized training. They all take part in Continuing 
Medical Education. They have 55 years of experience among them. 

They have gone into collapsed buildings, climbed down elevator shafts, 
and been shot at by criminals. They love the job. 

They may save your life one day. We hope they never have to, but if they do, 
you're in eminently capable hands. 

If you'd like a connection to The New York Hospital-Cornell Medical Center, 
call 1-888-NY-CORNELL for a physician referral. 
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AT&T Digital PCS. The largest digital wireless 
network in North America, 

When It comes to coverage, other PCS providers 
are p*ay>ng follow the leaden But you don't have 
to Wtth AT&T, wherever you go, your work, your 
friends and your famrty can keep up with you. 



It's alf within your reach. 
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Because you'll have the largest digital wireless network m 
North America on your side. There are enough things to 
worry about when you're trailing. With AW DtgrtaJ PCS 
there's only one thing you need to know— it works. 
ATtT Wirden Service* 
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An Arcane Levy 
Extends Its Reach 



Each tjeac more people 
must calculate — and often 
pay — a tax that they never 
imagined icoidd snore 
them. 
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nlike most small- 
business owners, 
Debbi-Jo Horton is 
intimately familiar 
with the alternative mini- 
mum tax, a complex levy 
designed to ensure that the 
wealthiest individuals and 
profitable companies do not 
escape taxes altogether As 
a certified public aeeourv 
laut. Hnrlnu lias to Lell her 
clients whether they must 
pay the AMT, And they'd 
rather not hear about the 
details. 

"Most people don't un- 
derstand it/ says Horton, 
owner of DJ, Horton & 
Associates, a two- person 
accounting firm in East 
Providence, RL "It s such a 
complicated calculation 
that to try to even explain 
it takes hours. Most people 
say, Tfou lost me after five 
minutes/ * 

Most .small -business 
owners haven't had to 
worry about the AMT, but 
Mn and more of them will 
find that they must. 

Congress created the 
AMT in its current form in 1986, setting 
aside an earlier minimum-tax law that 
was regarded as much weaker and was not 
preventing some high-income taxpayers 
from reducing their tax liability to zero. 
The current AMT is designed to keep very 
wealthy individuals and corporations from 
using ia\ shelled and hefty deduc- 

tions to avoid paying a fair share of income 
tax. 

But because Congress has not adjusted 
key AMT provisions for inflation, each year 
more individuals who do not consider 
themselves wealthy are finding they must 
calculate— and often pay— the AMT- The 
number of taxpayers subject to the AMT 
will jump from 600,000 this year to more* 
than <i million hv 2fWWi. according to 
Kenneth J. toes, chief of staff of Omgress 
Joint Committee on Taxation. 

Says Mark Watson, a director in the 
t>allas financial-planning office of the in- 
ternational accounting and cm wilting firm 
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KPMG Peat Marwick: "You'll see more and 
more people having to pay the AMT* even 
though their basic tax situation doesn't 
change. 

lb ease record-keeping burdens on small 
corporations. Congress added a provision 
to the tax law enacted Aug, 5 that exempts 
businesses with less than $5 million in an- 
nual revenues from the corporate AMT 
But no such break waM added for individu- 
als, including sole proprietors and part- 
ners, who report their business income on 
their personal income-tax forms. 

How The AMT Works 

Here's how the AMT applies to individuals, 
including sole proprietors and partners: 

If normally you sharply reduce your tax- 
able income by using a number of tax 
breaks, such as passive losses on an in- 
vestment m interest un certain types of 
tax-exempt bonds, you figure your taxable 
income two ways. First, you calculate your 



regular taxable income on Form 1040, 
using all available deductions. Then, to 
calculate your income for AMT purposes, 
you add hack many of those deductions. 
You then compute the tax on your AMT in- 
come and compare that with the tax on 
yi mr regular taxable income, and vnu pay 
the higher of the two taxes. 

The AMT tax rates are 26 percent for in- 
comes up to $175.00(1 after an exemption 
and 28 percent for incomes above that fig- 
ure. The amount exempt from the AMT is 
$33,000 for an individual taxpayer, includ- 
ing sole proprietors and partners; for a 
married couple filing jointly, it is $45,000. 

The five regular income-tax rates for in- 
dividuals range from 15 percent to 39.6 
percent 

The AMTs exemption levels were de- 
signed to shield most taxpayers from hav- 
ing to pay the AMT or even go through the 
n<:ors of calculating whether the> an sub- 
ject to it But the AMT exemption itm >h 
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olds have remained unchanged since 1986, 
while ordinary tax deductions and the per- 
sonal exemption have risen because of in- 
flation. As a result, taxpayers in middle-in- 
come groups will increasingly find their 
AMT tax getting closer to their regular tax 
and ultimately exceeding it 

The fact that many people of relatively 
modest income will become subject to the 
AMT is troubling, says Kies. 

The Center on Budget and Policy 
Priorities in Washington. D.C., estimates 
that at least some of those taxpayers are 
going to be in the 15 percent tax bracket, 
which in todays dollars could include a 
family of four with an annual gross income 
of nearly $60,000, or a single-parent family 
making close to $50,000 a year. 

The 6 million that Kies says could be 
covered by 2006 would still represent a 
small percentage of the total number of 
individual income-tax returns filed, 
which for the 1996 tax year topped 100 
million. 

Nonetheless, tax experts say, the num- 
ber will be large enough to net many un- 
suspecting taxpayers who have never 
heard of the AMT. It also will mean that 
many more individual taxpayers— includ- 
ing sole proprietors and partners— will at 
least have to do the AMT calculations 
even if it turns out that they don't have to 
pay the tax. 

Nullifying The Deductions 

How does a typical taxpayer with no un- 
usual tax breaks deal with the AMI? 
Although the deductions for mortgage in- 
terest and charitable contributions are 
permitted in calculating AMT income, al- 
most no other ordinary deductions can be 
applied. 

The tax code lumps those deductions to- 
gether with more-exotic tax breaks and 
calls them all AMT "preference items." Any 
such items that a taxpayer has used to cal- 
culate ordinary taxable income must W- 
added back to calculate AMT income. In 
addition, AMT income cannot be reduced 
by the $2,550 personal exemption that 
each taxpayer and dependent is permitted 
on a regular return. 

Deductions that cannot be used in calcu- 
lating AMT income include those for med- 
ical expenses, interest on a home-equity 
loan, and — most important for many indi- 
viduals — state and local taxes. 

The deduction for income and property 
taxes paid to states and localities is one 
that nearly all itemizers take, and it can be 
a hefty tax break for people in high-tax 
states such as New York and California. 
Those taxpayers, the experts say, are the 
ones most likely to lose when it comes to 
calculating the AMT. 

The inability to deduct such taxes in cal- 
culating AMT income highlights "the real 
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Figuring Your AMT 
Vulnerability 

For most people, there is no income 
threshold or simple test that lets them 
know beforehand if they are subject to 
paying— or even subject to calculating— 
the alternative minimum tax, according 
to tax experts. 

Even the Internal Revenue Service ac- 
knowledges as much. Under the heading 
"Who Must Pile" in its AMT instructions, 
the only guidance the IRS gives is to com- 
plete Form 6251— the form for calculating 
th*- AMT— "to if the AMT applies to 
you" for a given tax year. 

About the only guarantee is that if your 
annual income is less than the AMT ex- 
emption amount— $33,000 for single tax- 
payers and $45,000 for married couples fil- 
ing jnintlv y<m iiun'1 have to worry, says 
Susan Jacksack, a small-business analyst 
for CCS Business Owners Toolkit, an on- 
line information source for small -business 
owners. 

Anyone who has income above those 
amounts "should do at least a very basic 
AMT calculation,' says Jacksack She ree- 
om mends using a tax software program to 
crunch the numbers if you don't want to 
figure the AMT yourself Various tax pro- 
grams will run the calculation for you and 
print out Form 6251 if you owe the AMT. 
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problem* of the AMT, says Abram Serotta, 
president of an Atlanta accounting firm, 
Serotta Maddocks Evans & Co. Compared 
with the so-called exotic deductions, he 
says, "I don't consider state and local taxes 
to be a preference item." 

Moreover, as increasing numbers of av- 
erage taxpayers find they have to grapple 
with the AMT, they'll find the task daunt- 
ing, says Paul Hense, an accountant in 
Grand Rapids, Mich. He says that while 
the AMT is simple in concept, the form for 
calculating it is "incomprehensible. If it 
weren't for the computer, I don't think the 
AMT would be possible. 1 * 

Fortunately, most AMT calculations can 
be done quickly and easily with computer- 
ized tax-filing software, which typically 
can take the numbers you've entered for 
figuring your regular tax liability and cal- 
culate whether you owe the AMT instead. 

Congressional Consideration 

Tu hold the line on the number of individ- 
ual taxpayers and business owners having 
to calculate and pay the AMT, Congress 
could allow deductions of items such as 
state and local taxes in calculating AMT 
income, or it could simply index the AMT 
exemption amounts for inflation 

Congress considered— but ultimately 
dropped from the tax law enacted in 
August— a proposal that would have 
raised the AMT exemption amount incre- 
mentally over 10 years. It would have been 
a step in the right direction, say many tax 
experts. 

But the proposal was deleted from the 
bill because it was deemed too expensive; 
the Joint Committee on Taxation esti- 
mated that the provision would have re- 
duced federal revenues by more than $10 
lull ion over 10 years. 

Congress did take actions, however, that 
inadvertently made the AMT law worse, 
according to some tax experts who have 
studied the new law's fine print. They say 
that at least two of the tax breaks included 
in the law will increase the chances that 
some taxpayers whom the AMT was not 
designed to affect will end up being subject 
to the tax. 

Both actions pertain to dependent chil- 
dren For each child under age 17, the new 
law permits an annual tax credit of $400 in 
1998 and $500 annually thereafter. It also 
provides a tuition tax credit of $1,500 per 
child for each of the first two year* of col- 
lege. The credits are phased out for tax- 
payers aen.nimt; In their filing and income 
status, 

'The child credit is reduced by $80 for 
each $1,000 above $110,000 of adjusted 
gross income for married couples filing 
jointly, above $75,000 for individuals and 
heads of households, and above $56,000 for 
married laxpawrs film- ^p.iniirk The to 
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ition tax credit is phased out gradually be- 
tween $40,0fJ0 and $50,000 of adjusted 
gross income for individual filers and be- 
tween $80,000 and $100,000 for joint filers. ) 

Both credits come right off your ordinary 
lax liability, but the law does nm nllnw ihr 
credits in calculating the AMT. 




AMT-avoidance planning work* imtftty 

for thasf tritlt com plicated tax sitautitrtts, 
saits Washttaftnn hnsnl rlrust 4 v Yntitaj 

tajc speciaiixt Rick Grofmeift r 



"As middle-income taxpayers receive 
those credits I against their regular tax lia- 
bility), they're going to look like wealthy 
people" when AMT calc ulations are done, 
says Rick Grafmeyer, director of tax leg- 
islative liaison for accounting firm Ernst & 
Youiil: in Washington. 

Capital Gains 

The capital-gains tax cuts in the mea~ 
sure enacted in August may have AMT 
implications for taxpayers who live in 
states with high lax rates and who real- 
v/i- large capital gums. 

lire new law includes a provision that 

permil* Ihr long h-nn rapilal gams ui those 
who pay the AMT to be taxed at the same 
new rates I hat apply to those paying the 
regular income tax. Those rates currently 

are JU percent <>r I f » [»'iveiil, clt*|X'ndmg on 

your tax bracket, fin" assets held at least 18 
month* 

But tax actxjuntanta point out that resi- 
dent* of high-tax states who would pay 



hefty state taxes on a big capital gain will 
run into trouble when they take that big 
state-tax deduction on their following years 
federal tax return and find they cannot take 
it against their AMT income as well. 

Possible Solutions? 

One of the most important things taxpay- 
ers can do to avoid being subject to the 
AMT is to understand that normal tax 
strategies, such as deferring income, don't 
work with the AMT, says David Bounce, 
senior manager with American Express 
Tax and Business Services in Westlake 
Village, Calif. 

"AMT planning is almost thi- reverse of 
regular tax planning, ■ he says. Bounce rec- 
ommends projecting what your tax situa- 
tion will be over the next couple of years: if 
it appears you may have to pay the AMT. 
he says, you could realize income more 
quickly, for example, or defer tax breaks to 
minimize your AMT liability. 

But Grafineyer says that kind of plan- 
ning works only for people with relatively 
complicated tax situations. He notes that 
taxpayers who are likely to be caught up in 
the AMT in the coming years are those 
who have no aggressive tax shelters and 
have only average deductions that don't 
change much from year to year. Tor the 
normal person/ Grafineyer says, "there's 
not much you can do except learn to live 
with it." 

Will Congress revisit the issue in 1998? 
Tax analysts and lobbyists have said law- 
makers are unlikely to want to reconsider 
a provision with such a high price tag. Yet 
House Ways and Means Committee 
Chairman Bill Archer, H-Texas, said in 
September that he still wants to see some- 
thing done about the problem, He said 
President Clinton should get the ball 
rolling by adding a provision on the AMT 
To t he federal budget he will send < Vmgress 
early next year. 

Although Rhode Island accountant 
Horton has not had to pay the al- 
ternative minimum tax so far, she 
acknowledges that she might be- 
come one of the millions who will find 
themselves subject to it She says she has 
been too busy in recent years keeping up 
with tax-law changes— and advising 
clients on them — to focus on her own sit- 
uation. *You know, the plumber's plumb- 
ing is always leaking," she says. 

M I would rather not base my practice on 
lust doing taxes, but on helping people 
plan their financial future," Horton adds 

Unless Congress takes action tn*'ase the 
AMT problem, though, crunching more 
numbers is exactly what she will be doing. 
And many other small-business owners 
will 1m- dinntf the same, or paymn then ai 

n u ntants to do it for them. nb 
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Take Care To Avoid 
Liability Raps 



Business misconduct can 
expose owners, sharehold- 
ers, and directors to per- 
sonal liability for debts 
and court judgments. 



By Anthony J. Mtti/r 
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ne of the most impor- 
tant reasons that busi- 
ness owners choose to 
operate their compa- 
nies as corporations is to pro- 
tect themselves against per- 
sonal liability for business 
debts and court judgments. 
Most owners who incorpo- 
rate believe that their homes, 
bank accounts, and other 
personal assets are safe; in 
practice, however, incorpo- 
rating does not confer auto- 
matic protection. 

If the principals do not in* 
corporate properly or if they 
commingle business and per- 
sonal assets, they risk per- 
sonal exposure. 

Shareholders and directors 
also may be held liable if they 
intended to defraud creditors 
or if there is no real attempt 
to respect the corporate enterprise," says 
Joseph Fleischman, a Roseland, N.J., 
lawyer who has dealt with such issues. 

Even directors who were not personally 
involved in questionable company deci- 
sions are not immune from liability. If a di- 
rector knew or should have known about 
questionable dealings, his or her personal 
wealth may be at risk. 

No single fact determines when a court 
will, metaphorically, "pierce the corporate 
veil" and hold owners and directors per- 
sonally liable. The fundamental question 
is whether the corporate shield is being 
used to protect someone engaged in fraud 
or other wrongdoing. 

In attempting to answer that question, 
mast judges refer to more than two dozen 
factors that indicate various kinds of inap- 
propriate activity. No one factor automati- 
cally exposes principals to liability, but as 
the number of infractions mounts, so do 
the chances that a court will determine 
personal liability 
Anions the most i riTi- .il factors: 

Failing to capitalize a business or 
to capitalize it sufficiently. 

This issue is so important that owners 
risk personal liability even if it is the only 
factor ,i court finds. The ultimate test is 
whether tlu-?v are enough corporal r assets 





to satisfy corporate obligations. 

For example, despite learning that a 
new publishing business would require an 
initial capital outlay of $10,000, a San 
Francisco man and his partner con- 
tributed only $500 to start Bay Area 
Publishing Co. The business incurred costs 
of $650 to $1,000 a week 

Kven though the partners loaned more 
money to the business, a California court 
found them personally liable for the firms 
printing bills after it ran into financial 
trouble. 

Contrast that with a Minnesota com- 
pany. Fleming Sheet Metal, whose start- 
up capital was $5,000. The company never 
paid dividends. Earnings were channeled 
into operating capital. The firms sole 
shareholder, Robert J. Fleming, tent addi- 
tional capital to the business. 

After the company became insolvent, the 
court refused to hold Fleming personally 
responsible for company debts because the 
"total equity (stated capital plus share- 
holdei I - plus retained earnings] kept 
pace with corporate liabilities until the 
drastic losses began.** 

Commingling assets. 

A common form of" carelessness involves 
intermingling personal and corporate 
funds. Explains Fleischman: **If money is 



moving back and forth for 
loans and advances, then 
someone will try to pierce 
[the corporate veil] " 

For example, Dorothy Lee 
owned two California corpo- 
rations, Sequoia Enterprises 
Inc. and Fresno-Pacific 
Corp, She used them to con- 
duct her lumber business in 
Fresno and Merced. Sequoia 
transferred to Fresno-Pacific 
Corp. accounts receivable 
and payable, equipment, 
and a building on leased 
land. Fresno- Pacific as- 
sumed Sequoias liabilities; 
the trouble was. the debt-, 
exceeded Fresno-Pacific's 
cash on hand. 

In addition, Fresno-Pacific 
moved its office equipment 
to Lee's residence. Sequoia 
owned the residence, but 
Lee paid no rent to live there. Meanwhile, 
Lee wrote a $1,200 check from Fresno- 
Pacific to satisfy a debt of yet another one 
of her companies- 

A California appellate court upheld a 
finding that Fresno-Pacific and owner Lee 
were indistinguishable from each other and 
held Lee liable for the company's debts. 

Failure to document transactions. 

In 1992, two Georgia doctors and a busi- 
ness manager set up Total Care Inc. and 
to other corporations to handle their med- 
ical and chiropractic practice. Because they 
transferred money back and forth between 
Uheirseum\'ite businesses! as needed, with- 
out any dcxrumentationr the principals 
were liable for Total Cares business debt*, 
the Georgia Court of Appeals ruled. 

Diverting eorjjorate assets for per- 
sonal use. 

The president of a \ A}> Ati^. les he ml yard 

frequently bought K^iceries on his way 
home from work. He paid with corporate 
checks because he never carried much 
cash. When a customer sued the boatyard, 
the fact that the president had used corpo- 
rate money for his own purposes was 
among the reasons that a judgment was is- 
sued a^ainM him prrsnnalK 
Atlanta lawyer Jack Millkey notes that 
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many owners use company money to pay 
personal debts such as phone bills. "That s 
where you get into trouble " he says. 

Absence of corporate records, 

Kurt Schmalz, a lawyer in Beverly Hills, 
Calif. , says carelessness about records such 
as minutes of director and shareholder 
meetings leads courts to treat the corpora- 
tion as the "alter ego* 1 of the owner or own- 
ers, meaning there's insufficient separation 
between owner and company. Hence, own- 
ers can be held liable for corporate debts. 

Representations by a shareholder 
that he or she is personally liable 
for the corporation's debts, 

After incorporating Otto Sales Co., Inc.. 
a northern California firm, Walter E. Otto 
Sr. did not get rid of his old stationery. He 
wrote his salesman on the outdated, per- 
sonal letterhead. The only form of contract 
Otto gave the salesman was on the old sta- 
tionery' with the personal heading "WE. 
Otto " Thus, although Otto had incorpo- 
rated, he was held personally liable for the 
salesman's commissions. 

Using a corporation as a conduit 
through which another company 
or an individual conducts business. 

In Massachusetts, the Pepsi-Cola 
Metropolitan Bottling Co. sued Checkers 
Inc., a wholesale distributor that had be- 
come insolvent, for breach of contract. 
Pepsi-Cola also named Checkers 1 princi- 
pals, Randolph and Patricia White, and two 
other corporations owned by the Whites. 

The U.S. Court of Appeals for the 1st 
Circuit found that Checkers and the other 



two corporations were under common own- 
ership and control, that the Whites used 
their funds interchangeably, and that all 
three corporations were used for the per- 
sonal benefit of the Whites. 

Evidence existed that Randolph White 
"failed to observe corporate 
formalities, siphoned funds, 
kept no records, and used 
[the corporations! for his 
own personal transactions," 
the court said 

Patricia White was liable 
because of her "direct partic- 
ipation in the affairs of the 
corporate defendants, her 
disregard of their separate 
personalities, and her per- 
sonal use of them with little 
or no regard for their sepa- 
rate existence," 



ports with state agencies in a timely fash- 
ion. Even if you are the sole owner, hold a 
"meeting" with yourself and write down 
what you decide. Beverly Hills lawyer 
Schmalz adds that if you can't keep good 
records, "find a business lawyer you trust. 

They are not that expensive." 



Don't make 
your mortgage 
payments out 
of the corpo- 
rate bank 
account." 

—Attorney David 
Pasternak 



M 



Avoiding "alter ego n liabil- 
ity is easy Says David Pasternak, president 
of the Los Angeles County Bar Association: 
"Prepare minutes of annual shareholder 
and board of directors meetings; issue stock ; 
don't commingle funds; and don't use corpo- 
rate assets for personal obligations. You can 
have a company car and use it for personal 
business, hut don't make your mortgage 
payments out of the corporate bank ac- 
count." 

Corporate kits that walk you through 
the steps of corporate maintenance are 
available at bookstores and local bar asso- 
ciations. Consulting or service firms can 
make sure you meet corporate-mainte- 
nance deadlines* hold required meetings, 
record ail the required minutes, and file re- 



any entrepreneurs 
might think that at- 
tending to the de- 
tails of maintaining 
a proper corporate structure 
is a waste of time. It isn't. 

Take the example of La 
Mesa Industries, Inc.. which 
owed a vendor more than 
$100,000, The creditor tried 
to make the largest share- 
holder pay but could not 
^pierce the corporate veil" be- 
cause the company had not 
ignored proper procedures; It 
issued stock properly, held regular board 
meetings, and never commingled its funds. 
The claim was settled on terms favorable to 
La Mesa; the owner's personal assets were 
not touched. 

As Robert Barrows, a Minneapolis lawyer 
and expert in the field, explains, paying at- 
tention to the rules does count when it 
comes to maintaining the corporate shield 
against persona] liahility. Says Barrows; 
This is one area of the law where form re- 
ally is more important than substance " « 

Anthony ./. Mohr is a judge of the Los 
Angeles Municipal Court. The views ex- 
pressed are his mid not necossatrify 

those of the court. 



Events That Can Trigger Liability 



Here are some of the most common rea- 
sons a court may find owners, sharehold- 
ers, or directors personally liable for cor- 
porate obligations; 

■ Insufficient capitalization for pur- 
poses of the corporations business. 

■ Insolvency of the corporation at the 
time of the transaction in question, 

■ Failure to hold meetings of the board 
of directors or to sign written consents in 
lieu of holding such meetings. 

■ Failure to hold shareholder meetings 
or to sign written consents in lieu of hold- 
ing such meetings, 

■ Failure to prepare minutes of board 
and shareholder meetings. 

■ Absence of corporate records. 

■ Failure to issue stock in the company. 

■ Failure to maintain a share-certifi- 
eate book. 



■ Statements by an individual that he 
or she is personally liable for the com- 
pany's debts, 

■ Telling third parties that the business 
is conducted individually or as a partner- 
ship. 

■ Concealing or misrepresenting the 
identity of the corporation's ownership. 

■ Transferring to a corporation the ex- 
isting liabilities of another entity 

■ Failure to prepare or follow corporate 
bylaws. 

■ Failure to file annual reports or 
statements with the appropriate state 
agency 'usually the secretary of state*. 

■ Failure to secure directors' approval 
for expenditures for major capita) items, 
long-term leases, salaries, bonuses, and 
compensation plans, 

■ Intermingling the corporation's assets 



with shareholders' personal assets. 

■ Failure to file separate corporate in- 
come-tax returns. 

■ Failure to document loans to share- 
holders with promissory notes 1 preferably 
secured). 

■ Diverting corporate funds or assets to 
personal use. 

■ An individuals treatment of corpo- 
rate assets as his or her own. 

■ Use by two or more companies of the 
same office or business location. 

■ The employment by two or more com- 
panies of the same employees and the 
same attorney; 

■ Using the corporation as a mere shell, 
instrumentality, or conduit for the business 
of an individual or another corporation, 

■ Manipulation of assets and liabilities 
between entities so as lo concentrate the 
assets in one and the liabilities in another 

■ Use of a corporation as a subterfuge 
for illegal transactions. 
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Investors Continue To Pile Up Profits 



By Randy Myers 

■ t"s not supposed to be 
I easy, 

I Investors skipped through 
I the third quarter plucking 
profits from the stock market 
like .schoolgirls plucking dan- 
delions from a spring meadow. 
And the carpet of gold still 
seems to stretch out before 
them. 

Tm still finding attractive 
things to buy,* says Steve 
Hayward, manager of the 
Marshall Mid-Cap Growth 
Fund and co-manager of the 
Marshall Small-Cap Growth 
Fund. "Our area of the market 
Ismail and midsize companies | 
has as many opportunities 
now as it did a few months 
hack/' 

It takes a very short mem- 
ory to fail to appreciate how 
truly remarkahle those com- 
ments are. Since 1926, small- 
company stocks have posted 
average annual gains of 12.6 
percent, according to Ibbotson 
Associates, a Chicago-based 
research firm. But since the 
end of 1994 t small stocks, 
while slightly trailing big-corn- 
panv issues, have nonetheless 
been on a tear. 

Mutual funds that invest in 
small companies posted gains 
averaging 32.2 percent in 
1995, 20 percent in 1996, and 
9 percent in the first half of 
this year, according to Lipper 
Analytical Services in Summit, 
N.J. To notch a sizable ad- 
vance yet again in the third 
(.tuarter of this year— t hi- :iwr- 
age small-company fund 
tracked by Lipper earned 16.6 
percent in the quarter, result- 
ing in a 27 percent gain so far 
this year — and still offer bar- 
gains to professional investors 
such as Hay ward, indicates a 
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remarkable bull market in- 
deed. 

"You've got the best of all 
possible worlds," says William 
O'Connor, a colleague of 
Hayward's who manages the 
Marshall Large-Cap Growth & 
Income Fund. "You've got a 
reasonably strong economy, 
pretty benign interest rates, 
and no signs of inflation. It's a 
prel Ly good environment for 
stocks" 

Large-Company Performance 

As good as small-company 
stocks have been over the past 
three years, large-company 
stocks have been even better. 

Funds that seek to match 
the return of the Standard & 
Poors 500-stoek n wIl-x. which 
is dominated by large compa- 
nies, earned an average of 36.8 
percent in 1995, 22.4 percent 
in 1996, and 20.3 percent in 
the first half of 1997, with 7.:t:i 
percent more tacked on in the 
third quarter. That was the 
worst performance of any do- 
mestic stock fund group but 
still enough to put them up 
29.1 percent so far this year 

All domestic stock funds to- 
gether earned on average 
11.82 percent in the third 
quarter, according to Lipper, 
putting their total gain for the 
first nine months of the year 
at 26.2 percent. 

That t he lug index funds 
trailed their small -company 
counterparts in the latest 
quarter was one of the most 
intriguing developments of the 
past three years. Since late 
1994, investors have flocked to 
stocks of big, multinational 
corporations such as Coea-( Vila 
and Gillette, confident that 
they could generate consis- 
tently strong earnings in- 
creases thanks to their world- 
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Deliver exceptional speeches 
with confidence and ease. 

SPEAK FOR YOURSELF 

Stand up and speak with confidence! 
The ability to captivate an audience of 
one or 100 is not a natural talent. It's 
a skill you can learn - in the comfort of 
your home. You II discover how to: 

• Present ideas with impact 

• Give a speech without notes 

• Handle questions with confidence 
- Win an audience s respect 

• Radiate confidence and success 
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Proven techniques to 
enhance wmr wiGiliulan. 

WINNING VOCABULARY 

Learn hundreds of new words while 
you drive, exercise, or relax. Our 
breakthrough learning techniques 
put hundreds of new words at your 
command. In a few minutes a day, 
you'll learn how to: 

• Master hundreds of new words 

• Increase your reading 
comprehension 

• Be more persuasive 

• Express yourself cleariy 




Avoid embarrassing mistakes 
when you speak or write 

GOOF-PROOF 
GRAMMAR 

A no-nonsense grammar guide (tad 
gives you just the skills you need. 
In less than three hours you can 
master the top 10 areas that cause 
most people trouble - whether they 
realize it or not - in everyday speaking 
and writing. With these simple guide- 
lines, grammar finally makes sense. 




Master the secrets of 
successful listening. 

LISTEN UP 

Everyone likes a good listener. 
Activate your listening skills in less 
l nan an evening - and tap into more of 
the guidance and information that are 
around you each day You'll remember 
far more of every conversation, meeting, 
or conference you attend , and gain 
exceptional knowledge and under- 
standing in every situation. 
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I Discover how to remember what 
■ ,»< ] mu\ read, hear, and siudv 

A GREAT MEMORY 

You can have a super-sharp 
memory using these simple break- 
through memory techniques These 
interactive tapes hook your mind into a 
series of games and exercises that link 
advanced memory skills into the 
"recall" centers of your brain. Discover 
how to tap into your natural photo- 
graphic memory. It's as easy 
as closing your eyes... and you 
can start using it in just minutes. 
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Stock Performance 
In The Third Quarter 



SMALL BUSINESS FINANCIAL ADVISER 



wide reach and dominant industry posi- 
tions. But in August, both Coke and 
Gillette warned that analysts' profit fore- 
casts for the companies for the third quar- 
ter were too high t prompting selling in 
both stocks. 

Nervous investors then projected that 
negative sentiment onto other big compa- 
nies, sending the S&P 500 to a loss of 5,6 
percent (assuming reinvestment of divi- 
dends; for August The index regained 
much of that in September lup 5,5 per- 
cent), but Coke and Gillette languished 

The Dollar Influence 

One factor in the new disillusionment 
with big stocks is the strong increase in 
the U.S. dollar compared with major for- 
eign currencies, making L\3. products 
more expensive in international markets. 
Over the 12 months that ended Sept. 30, 
the dollar was up nearly 16 percent 
against the German mark and about 8 
percent against the Japanese yen. 

With that backdrop, O'Connor sees little 
reason for investors to rush back into the 
very biggest big-company stocks I the 20 or 
30 largest) any time soon, although he 
does see opportunities below that top tier. 
Currently, he's partial to newspaper-pub- 
lishing stocks, which he considers **a 
chicken way to play the strong economy." 
How so? A strong economy generates 
strong demand for workers, 
housing, and automobiles— 
all of which are sought or 
sold through newspaper ad- 
vertising. 

On the downside, 
O'Connor says that even 
though technology stocks 
did well in the third quar- 
ter — computer and semi- 
conductor makers were 
among the markets best performers— he 
isn't convinced they can continue to shine. 

*I think people feel real comfortable 
with the technology area, and its reflected 
in the fact that PC makers are selling at 
30 times their [per-share] earnings, which 
is probably twice what they used to sell 
at." O'Connor says. That doesn't leave a 
lot of room for disappointment" 

Reprogramming For 2000 

\Vhii>> ' h unnur is cautiously optimistic, 
his colleague Hayward is more bullish 
about those sectors of the market where 
he invests, **The strength in the dollar 
doesn't hurt small companies/ Hayward 
notes. "Over the past few years, weVe 
seen the stock market correct I when it 
reaches excessively high levels] by rotat- 
ing new sectors into a position of leader- 
ship. I think that's what we're doing right 
now.** 




In fact, the smaller the stocks you were 
buying in the third quarter, the better you 
did. So-called micro-cap funds — those that 
invest in the very tiniest stocks — earned 
24.3 percent in the third quarter, by far 
the best gain shown by any group of funds. 

Hayward says he's finding attractive in- 
vestment opportunities in companies that 
provide experts to help solve the Year 
2000 computer problem and in firms that 
own radio stations Billions of dollars will 
be spent on the reprogramming of compa- 
nies* computer systems so that they won't 
mistake the year 2000 as the year 1900, 
w r hich could wreak havoc on operations. 

Radio stocks have been hot performers 
over the past year, thanks largely to the 
Telecommunications Act of 1996 , which 
loosened restrictions on the number of sta- 
tions a single company can own. That 
launched a wave of station mergers and ac- 
quisitions that have been driving prices for 
those companies sharply higher ever since. 

Many international stock markets have 
had a great year (with the notable excep- 
tion of Japanese and other Pacific-region 
funds}, but they generally failed to keep 
pace with their U.S. counterparts in the 
third quarter. 

A Hospitable Bond Market 

Also friendly to investors was the U.S. 
bond market, where the average taxable 
domestic bond fund tracked by Lipper 
earned 3.36 percent for the third quarter. 
Funds that invest in so-called high-yield 
bonds (those rated by credit- rating agen- 
cies as Mow investment grade* did even 
better, posting an average total return of 
r, ">:•: jxwnt 

"I think people have found that this 
asset class [high-yield bondsl is getting to 
be viewed as more and more legitimate," 
observes Tbm Soviero, manager of Fidelity 
Investments* Spartan High Income Fund. 
"Every day there are new issuers coming 
in market, along with demand for their 
paper from new investors." 

Changes in the value of high-yield 
bonds depend principally upon the finan- 
cial health of the corporations that issue 
them. With the economy strong, Soviero 
says, default rates on high-yield debt are 
at an extraordinarily low level of about 
2.2 percent, compared with a historic rate 
of about 3 to 4 percent, meaning that 
prices for these securities are also at un- 
usually high levels. 

With both stock and bond markets 
priced at extraordinarily high levels, in- 
vestors might reasonably ask, u When will 
the party be over?" ■ 

Randy My era, formerly a writer and 
t tlitor for t)tnv Jours Co,, Inc.. is a 
financial writer ut I hirer, I'a. 
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Your small business is unique. Work with 

a financial partner who fits your needs precisely. 

Now that you've built a business from the ground up, how do you capitalize on it? ■ At 
The New England, we understand the special issues you face today. We can help you 
manage the most complicated issues: 

■ Attracting and retaining employees 

■ Bstate planning 

■ College funding 

■ Insurance protection for business continuation after your retirement 

Our representatives will work closely w ith you to develop a long-term financial strategy that 
meets your personal and business needs now and in the future. ■ For more information, 
please call 1-800-955-1079. 
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RETIREMENT SAVINGS 



What You Need To Know About Annuities 



II if St c phi it I Unf\r hi 

Ti o Arthur Epstein, owner of an auto- 
mobile-parts distributorship, having 
variable annuities has meant two 
things: more retirement security for 
himself and greater incentive for his key 
managers to make the business succeed. 

Epstein is CEO of Packerland 
Automotive Group, Inc., a Madison, Wis., 
company that does business in several 



vehicle to defer taxes, and it gave me the 
ability to participate in the stock market," 
A lot of business owners and others are 
hoping to duplicate Epstein s experience. 
Sales of variable annuities have soared 
more than 58 percent in the past three 
years i to almost £74 billion in 1996), and 
they are projected to nearly double by 
2000. As the median age of Americans 
moves higher and the first wave of post- 
World War II baby boomers approaches 
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Purchasing variable annuities far his key executives' ret t vr aunt plans helped spur the 
gmtrth nf his Madison. Wis., unta-parts distributorship, says Arthur Epsi'in. left Olimer 
and CEO of Packerland Automotive Group, hue. With him are Raymond X Walker, center, 
president of Packerland Distribution Co., and St etc a .J. Epstein, via presidetit 



states. He bought variable annuities in 
1982 for himself and two key officers of 
the firm as part of the executives* de- 
ferred-compensation benefit. Variable an- 
nuities provide a unique combination of 
tax-deferred investment options and in- 
surance features, and Epstein structured 
them to reward the managers for exceed- 
ing the company s profit goals. The annu- 
ities supplement the 401iki retirement- 
savings plan offered to all 150 Packerland 
employees. 

Now, 15 years later, both his business 
and the variable annuities have thrived, 
And at age 62, Epstein regards the annu- 
ities as important for both his company's 
performance and his personal financial se- 
curity. An annuity, he says, is *a good 



retirement, interest in variable annuities 
is surging. 

But do people really understand the 
complex financial product into which 
they're pouring all this money? 

Many do not, according to critics such 
as Christopher Lott of Morristown, N.J., 
who publishes The Invest FAQ, a finan- 
cial-information site on the World Wide 
Web at wwwjnvest'faqxom . He contends 
that equity index funds i mutual funds 
ih.it track a stock-market index) cost less 
and generally provide a "much more fa- 
vorable tax situation than an annuity.* 

Critics such as Lott cite the tax implica- 
tions of annuities because their earnings 
are taxed at the rates for ordinary income 
(up to 39.6 percent for taxable income 



over $271,050 a year], while long-term 
capital gains from stock investments are 
taxed at the far lower rate of 20 percent 
for most people. 

Many financial experts say, however, 
that annuities can he beneficial for people 
who already have other retirement sav- 
ings. They advise that individuals or com- 
panies do their homework before invest- 
ing, pay close attention to the costs (not 
just the returns), and be very patient. 
Some recommend that an annuity 
be held at least 20 years to offset 
the tax differential and the extra 
insurance fees. 

In a two-part series beginning 
with this article and concluding 
next month. Sal'ums Business will 
provide information that can help 
you decide if annuities would be 
useful for your firm and beneficial 
for your personal finances. 

What Are Annuities? 

Annuities are sometimes described 
as the flip side of life insurance. 
Whereas life insurance is designed 
to provide financial protection 
against dying too soon, annuities 
provide a hedge against outliving 
your retirement savings. 

When you buy an annuity, the 
insurance company invests your 
money and agrees to pay you back 
according to the contract terms. 
Annuities provide a death benefit, 
and one of their chief selling points 
is the option of "a guaranteed in- 
eome for life." 

While life insurance is designed 
to create principal, an annuity is 
designed ultimately to liquidate 

principal that has been created, 

typically in regular payments over 
a period of years. 

Annuities come in two basic forms: im- 
mediate, which begin providing payouts 
immediately and which continue for a spe- 
cific period or for the life of the recipient, 
and deferred, where payouts are delayed 
while the money is invested and the as- 
sets grow. 

Immediate annuities appeal to people 
who want to start drawing on a lump-sum 
pension distribution or inheritance that 
they have rolled over into one of these 
products. Defem'd annuities, which are lot 
more common, allow individuals to invest 
money and let it grow without being taxed 
until they start to withdraw the assets. 

The two major types of deferred annu- 
ities are//.ve</. where interest is guaran- 
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teed for a period, usually one, three, or 
live years; and \ariahh\ where the return 
varies with the investment. Currently, the 
deferred variable annuity is the fastest- 
selling annuity product because returns 
are benefiting from the soaring stock 
market. 

Most variable-annuity contracts allow 
^^^^^^^^^ investors to choose 
I from a wide range of 

m stock and bond funds, 

I hlS IS the including fixed- and 
variable-return op- 
tions, to achieve diver- 
sification and risk 
management 

Providers typically 
offer extensive services 
that help people or 
businesses manage 
—*——JM their investments, 
such as automatic "re- 
balancing* of their portfolio to maintain 
the desired mix ol investments and risk. 

Key Features Of Variable Annuities 

Variable annuities have three major fea- 
tures that make them attractive for retire- 
ment savings: 

Tax Deferral 

Income earned from annuity investments 
is not taxed until it is withdrawn, and 
then it is taxed as ordinary income, which 
can reach as high as 39.6 percent, depend- 
ing un your tax bracket. 

What makes annuities — as well as 
40Kkte and IRAs — such powerful vehicles I 
for retirement savings is their tax-de- 
ferred compounding over time. While I 
there are limits on contributions to 1 
401(k)s and IRAs, there is no limit on the 
amount of money that can be invested in 
an annuity 

Annuities, however, are purchased with 
after-tax money, whereas 40 1 r k is and 
some IRAs are purchased with tax-de- 
ferred, pretax dollars. That is why finan- 
cial specialists generally advise people 
first to maximize contributions to 401(k) ; 
plans and IRAs (when eligible) before con- 
sidering annuities. 

Transfers between annuity investment 
funds are also tax-free, as they are with 
HI |ik is and IRAs 

Death Benefit 

This is the key insurance feature of annu- 
ities, and it guarantees I hat if you die he- 
fore you receive your assets, your benefi- 
ciaries will receive either the principal ynu 
have invested i minus withdrawals) or the 
current market value of the contract, 
whichever is greater. Given the histori- 
cally strong growth of long-term equity in- 
vestments, this insurance tanefit is highly 



unlikely to be needed— but it does protect 
principal against investment losses. 

Many companies also offer a "step-up" 
option to lock in the market gains after 
several years, but this feature will raise 
the annuity's annual fee. 

Although the contributions to an annu- 
ity are not subject to probate, the earnings 
are taxable at death, For example, if you 
contributed $50,000 to an annuity that 
grew to $200,000 by the time of your 
death, the $150,000 in earnings would be 
subject to both income and estate taxes. 

Withdrawal Flexibility 

Most annuities allow the holder to cus- 
tomize the manner and timetable of distri- 
bution of the assets. Withdrawals before 
age 59V* are subject to a 10 percent fed- 
eral tax penalty: With annuities, you don't 
have to start drawing on the assets until 
age 85; IRAs and 401(k)g, by 
comparison, require that distrilv 
utions begin no later than age 
10% 

The Costs Of Annuities 

A variable annuity has two 
phases. The first is the accumu- 
lation phase, when you allocate 
your contributions among vari- 
ous investment options and ac- 
cumulate earnings on a tax-de- 
ferred basis. The second is the 
distribution phase, when you 
begin withdrawing your money. 
Each phase has different costs. 

Accumulating Assets 

A deferred variable annuity car- 
ries extra costs because of its na- 
ture as an insurance product 
These costs can vary signifi- 
cantly among providers, and 
sometimes various charges are 
waived for competitive reasons. 
Among these expenses are: 

Insurance costs, to guaran- 
tee the death benefit and to pay 
the insurance agent's sales com- 
mission. This averages about 
1.25 percent of the assets per 
year, or $1,250 per $100,000, 

Management fees, for man 
aging the investment funds and 
generating reports. These fees 
typically are under 1 percent annually or 
less than $1,000 per $100,000. 

Surrender charges, fur bailing out of 
the contract early. This fee generally 
starts around 7 percent the first year and 
phases out over five to 10 years. 

Administrative or contract charges, 
which range from $25 to $40 a year. 

Those four categories of costs currently 
make the average variable annuity more 



expensive than the average mutual fund, 
according to Lipper Analytical Services 
Inc., based in Summit, N J. As of August, 
the average total of expenses per year for 
variable annuities equaled 2.01 percent of 
assets, or $2,010 per $100,000, according 
to Lipper. while the average total of ex- 
penses for all open-end mutual funds 
equaled 1.24 percent of assets, or $1,240 
per $100,000, a difference of $770 a year. 

While such a difference may seem 
small, it can mean a lot over time. Say 
you invested $10,000 and it grew 10 per- 
cent a year for 20 years, In a mutual fund 
with annual expenses of 1.24 percent of 
assets, the accounts total value with com- 
pounded earnings at the end of 20 years 
would be $53,627, according to calcula- 
tions by Morningstar Inc.. a Chicago- 
based investment-research service. But in 
an annuity with expenses of 2.01 percent 




per year, the bottom line would be 
$46,523-a difference of $7,104, 

Because of such expenses and the 
time it takes to benefit from compound 
interest, there are no quick profits in 
annuities. 

"You need the long-term earnings to 
maximize the mathematics of tax defer- 
ral; 1 says Farrell Dolan, vice president of 
Boston-based Fidelity Investments' 
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and services from MarketFAX. Just provide the advertiser s 
3-digit number and your fax number. 



Trip Fon is always open for business. We provide information for vacation 
and business travel. And we guarantee the lowest air fares! Call for details. 
ATTN: Travel Agents, join our network. 828 

NEC* The Corporate Networks Group, a telecommunications industry 
leaden integrates diverse telephone, computer and video technology tor busi- 
nesses of all types and sizes through its FUSION Integrated Communications 
Business Strategy, delivering information in voice, data, text, video, and image. 
Call for details. 804 

WebRamp M3. Give your entire company Internet access through one sim- 
ple-to-use device. Named Best of Show at Networtd+ Interop, the M3 elimi- 
nates the necessity of separate Internet user accounts. Try it for 30 days with 
a money-back guarantee 832 

General Nutrition Centers, one of America's most-recognized specialty 
retailers, could also be your best franchise opportunity. You can tap into the 
lion s share of the S6.5 billion nutritional supplement market while becoming 
part of an international retail chain more than 2.300 strong. 824 

Steamatic is a diversified cleaning and restoration business with multiple 
income opportunities. A single franchise fee provides residential and com- 
mercial air duct cleaning, insurance restoration specializing in fire and water 
damage, carpet furniture and draper/ cleaning 825 

Ricoh's Digital Multi-Functional Equipment delivers powerful fax. copi- 
er and optional printing, scanning and PC faxing capabilities in one compact 
unit To find out more about maximizing your productivity, call today for a free 
brochure. 827 

Reprints of Nation's Business cover stories on estate planning, how to use 
the Internet finding capital and more. These four-color reports are handy ref- 
erences or great for mailing to clients and prospects. Call for free listings and 
order information 829 

Ryder. Get your own copy of "fleet cost analysis" from Ryder, the experts in 
customized leasing. Ryder excels at customer service and offers low overall 
costs. Evaluate leasing vs. ownership. Call now. 855 

Cessna* Tired of the cost and time wasted on commercial airline travel? Find 
out how your company can benefit from using a Cessna CitationJet 880 

TargetSmart! is the first book to describe how database marketing can be 
used by small businesses. Using visual aids and a two-year case study, the 
book shows how (o strength customer relationships and increase sales. 816 

Mail Boxes, Etc, The world's largest franchisor of neighborhood postal, busi- 
ness and communications service centers targeting small business owners and 
consumers Call for more information on franchising opportunities. 843 

MICA Software. Get the details on a 30-day free trial of live 1 accounting 
software. It's not just a demo version! Use your own data files. Get full use of 
our tech support. Call for more information on the MICA Series. 803 

GTE. Now your business can rely on a single com- 
pany - GTE - for help with all your business' 
telecommunications needs, including worldwide 
long distance Call today and count on GTE for 
help. 815 
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Fidelity Investments has teamed with the U.S. Chamber to create a 
retirement program exclusively for Chamber members. It's called 
the CHAMBERplan. And it's designed specifically for small to mid-sized 
businesses. 818 

All Tune and Lube. It's what's hot in franchising. Join the recognized leader 
in the 170 billion-dollar automotive service industry. Our multi-branded con- 
cept allows franchisees 3 times the potential under one root. 871 

World Record fiott Club. New oversize Controller driving iron sets a world 
record from the fairway. The 12.5" model misses world record for a driver by 
one yard Its patented design reduces hooks and slices and conforms to USGA 
Rules. 838 

Ricoh. Our free video and brochure will show you the advantages of the Wtefc 
Digital Copiers. The Aficio digital line includes an array of models: color, mul- 
tifunction, and black and white copiers. 826 

Emkay Fleet Services. One of the top 10 fleet management companies in 
the country. Fifteen management programs to choose from, including open- 
ended operating lease, insurance, safety, maintenance control and full man- 
agement. Call today for details and an office near you 809 

Royal Copystar, The RC-2260 copier is packed with features and perfor- 
mance required in today's information age. Sixty letter-size copies per minute, 
five on-line paper sources, and 'custom edge erase" so you can quickly and 
easily copy checks and odd-size originals. Call for specs, 884 

MarketFAX. Use this exciting interactive fax technology to get immediate 
results for your small business. Call today to find out more information about 
the benefits of this system. 865 

Mita Fax Machines. Reduce cost and transmission time. Mita machines 
allow you to scan documents into memory at six seconds per page Laser 
technology lets you use plain paper for clear, precise images. Three cost-effec- 
tive models available 884 

Picking A 401 |k) Plan. Here's a checklist to help you compare costs, review 
investment options, determine the vendor's reputation, and more! A 401 (k) 
plan can be one of the best employee benefits. Call now. 823 

Mancuso T s Small Business Resource Guide contains names, addresses, 
and telephone numbers of key small business resources. Get answers about 
venture capital, on-line service, home-based businesses, legal services, and 
more' 808 

Ascom Hasler Mailing Systems. Save money by learning how our 
new postal and shipping scales will make your mailroom more efficient and 
less costly 892 

Blue Chip Enterprise Initiative. An award program that has honored more 
than 1,400 businesses since 1990 Find out how your business can qualify for 
this program. Call for information, 811 

American Life. Add a valuable life-insurance pro* 
gram to your employees benefit package at no cost to 
your company! It can be handled with payroll deduc- 
tions And it's an ideal supplement to an existing Group 
Life coverage. It's portable, too. Call for details. 806 
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Insurance and Annuity Group. These are 
long-term investments/' 

Distributing The Assets 

In the distribution phase, investors must 
select how they want to receive payments. 
There are several payout options, all with 
various costs deducted from the payout. 
The three most common options are lump- 
sum withdrawal, lifetime income, and sys- 
tematic payout (monthly is most popular). 

Lump-sum withdrawal: The poten- 
tial drawback is that all taxes are due im- 
mediately, 

Guaranteed lifetime income: Also 
known as a "straight-life annuity,* this op- 
tion is chosen by relatively few people. It 
is more expensive than most other op- 
tions, and it forecloses providing money 
for your heirs. But if you outlive the as- 
sets, the insurer is obligated to keep pay- 
ing you money 

"Insurers have to assume some margin 
of safety that you don't live too long " says 
A. Michael Upper, president of Upper 
Analytical Services, explaining w T hy insur- 
ance companies charge a premium for the 
straight-life option. The lifetime-income 
guarantee u is expensive, and youll pay for 
that," he says. 
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A lifetime annuity called joint-and-last- 
survivor appeals to those who want in- 
come to continue as long as any of two or 
more people remain alive. 

Systematic payout: This is the most 
flexible payout option for annuity holders. 



It provides payouts at whatever intervals 
or amounts that the recipient stipulates. 
Payouts do cease, however, at the end of 
the period for which the annuity was es- 
tablished. 

Critics say annuities cost more than 
mutual funds, require a long-term 
financial commitment, and are 
taxed at relatively high rates — up 
to 39.6 percent as ordinary income, com- 
pared with the 20 percent rate for long- 
term capital gains in taxable mutual 
funds. 

But advocates say annuities are worth 
more because they offer more — specifically 
the death benefit, the safety of a guaran- 
teed income, and the financial services 
that providers offer to investors. 

The big negative [with annuities) is 
that it's an expensive way to get invest- 
ment service and a guarantee/ says 
Michael Upper, "But the safety factor is 
important, especially for a lot of small 
companies that want to guarantee then 
workers there will be something there for 
their retirement" ■ 

Next month: How to tell if an annuity is 
rifjitt fnr iff nr. 



BENEFITS 

SIMPLE IRA 

Proves Popular 

One option in the new SIMPLE retire- 
ment program for small businesses, 
which came on the market at the start of 
the yean is getting rave reviews, but the 
other is less popular, 

SIMPLE (Savings Incentive Match 
Plan for Employees' plans were autho- 
rized by a law that was enacted last year 
and took effect Jan, I, The law permits 
two new retirement plans exclusively for 
companies with 100 or fewer employees. 
One is the SIMPLE 40 li.k» tax-deferred 
savings plan, which is proving to be less 
popular with small businesses. The other 
is the SIMPLE Individual Retirement 
Account (IRA), which is proving to be 
quite popular. 

The purpose of the SIMPLE arrange- 
ment is to give small- business owners an 
uncomplicated way to set up tax-deferred 
retirement accounts for themselves and 
their workers, mainly by cutting red tape 
for traditional 401* k s and adapting IRAs 
for corporate use. 

Under SIMPLE, owners and workers 
can defer a percentage of their pay up to 
an annual total of $6,000 with either the 
4011 k) or IRA option. Companies must 



contribute to workers' plans, either by 
matching 3 percent of a participating em- 
ploye's salary dnllar for dollar ' up u> 
$6,000) or by kicking in 2 percent of all 
workers* pay (up to $3,000) regardless of 
w hether they participate. 

All employees are granted immediate 
and full ownership of the funds in their 
accounts, including the company match. 

While the SIMPLE IRA is winning favor- 
able reviews, the SIMPLE 40 li k J is seen as 
too complex and more expensive than con- 
ventional small-business 4€l(kte because of 
the employer's adminis- 
trative requirements and 
the mandatory matching 
contribution. 

Wendell Collins, 
spokesperson for Merrill 
Lynch, Inc., of Princeton, 
N.J., says: "The SIM- 
PLE IRA is vastly more 
popular The reason is 
that the majority of 
small businesses find it 
is simpler, more cost- 
effective, and flexible. 
The biggest reason the 
401(kJ isn't popular is that its more costly 
and the rule- are more complex." 

Ed Miner, first vice president for 
Kemper Funds of Chicago, says the SIM- 
PLE IRA "has found a niche I didn't antic- 
ipate." Andrea O'Neill, vice president for 




retirement plans at Boston-based Fidelity 
Investments, reports "much stronger de- 
mand than rxpecled" lor SIMPLE [RAs. 
"We Ve gotten a lot of calls from employees 
asking how to sell their employers on lh»- 
plan," she says. 

Although no precise numbers are avail- 
able, the Investment Company Institute 
of Washington, D.C., which represents the 
mutual-fund industry, estimates there 
were about 40.0U0 SIMPLE plans cover- 
ing perhaps 100,000 people by the end of 
the third quarter. By those numbers, the 
average plan would 
have two to three partic- 
ipants—suggesting that 
SIMPLE is appealing to 
the very small com pa 
nies that the program 
was created to serve. 
"There has been a lot 
of growth in this prod- 
uct, The plans are very 
small. It looks like this 
new law is working/ 
says institute spokes- 
woman Elizabeth 
Powell. 

Experts forecast that SIMPLE retire- 
ment plans will continue to grow, espe- 
cially because the tax law enacted in 
August removed some technical hurdles 
to their creation. 

—Stephen ttfah h f 
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also the IS Department. 

Need help? Introducing the HP Brio PC. 
A new PC with the Intel* Pentium* pro- 
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TIm n*w HP flria Small 
Businoti PC, iind»r * 1,000 



cesser with MMX N technology designed \n^^nt^^ocmot^i^ Hi 

MMX technology 



Ifi-brt audio card 



and built entirely for your small business. ^^ 2 Q^A^,tSSi 



T6MB and 32MB memory models 



„ and 24X CD ROM drive rna* 

Purchasing will appreciate the Brio's 56kbpt modpm 
affordability and eompatability. Human Resources will love 
ry^^l the quality and reliability of the HP brand. And 
v -— Training will relish the fact that the Brio goes to 

pent) urn* 

work right out of the box. In other words, it's you who will find 
thill the HP Brio meets all the needs of your growing company. 
Download Microsoft* Internet Explorer - 4.0 from our Brio web* 
site and you have the perfect PC for doing business on the net. 

Find out how to win an HP Brio and LaaerJet printer. Gat our free tech- 
nology guide' 1 - 8 0 0 - 3 0 7 - 6 3 9 7, ext 4003 or www.hp.com/go/briopromo 
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EXPORTING 



A Simplified Route 
To Markets Abroad 



The federal government's 
reorganized export-assis- 
tance system is helping 
small firms sell to 
customers overseas. 



By Roberta Mcujnard 



Over the years, 
Jimmy Kaplanges, 
who heads a small, 
well -established 
business, the GP66 
Chemical Corp., has dab- 
bled in exporting by sell- 
ing some of his firm's in- 
dustrial degreaser in 
Brazil, Spain. France, 
and Greece, He knew, 
however, that cracking 
the enormous Chinese 
market would require in- 
tensive, long-term help. 
So he turned to the fed- 
eral export-assistance 
center in his company's 
home city of Baltimore. 

As a result of the help 
he received from the 
center, Kaplanges ex- 
pects sales of his product 
to the Chinese govern- 
ment for use in factories, 
schools, and businesses 
to increase his firm's an- 
nual revenue to $12 mil- 
lion from the current $3 
million. 

Kaplanges, a 30-year 
business veteran, says 
that before hooking up 
with U.S. government 
trade specialist Nasir 
Abbasi, his experience 
with several ineffective 
government export-pro- 
motion programs had left 
him skeptical of such ef- 
forts. But after working 
with Abbasi for two years 
to bring about the 
Chinese deal, he says: "Were a team. I 
couldn't have done it without his help." 

A Streamlined System 

Export advice from the U.S. Department of 
Commerce has long been available to 
small companies, but a major reorganiza- 
tion of the sendee-delivery system in 1994 
made it easier for entrepreneurs to get the 
trade information they need from public 
and private sources. 

"What we saw within the federal trade 
promotion infrastructure around the U.S. 
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When he wanted to sell hi* jinn's industrial rfiyn *><.-,< 'iu mi, Jimmy 
Kaplanges, left who heads the GP66 Chemical Corp., got the help he needed 
front Nasir Abbasi of the LIS. Export Assistance Cmkr fa HnHanore, 



nication links to the de- 
partments district of- 
fices and to other export 
services. 

For example, the 
CJSEAC in Dallas is 
staffed by five 
Commerce trade spe- 
cialists, a trade-finance 
professional from the 
U.S, Small Business 
Administration ( SBA l 
and a finance specialist 
from the Export-Import 
Bank, Throughout 
Tfexas and Oklahoma 
are six smaller offices 
where businesses can 
gain access to the ex- 
perts in Dallas. 

Trade specialists such 
as Abbasi work like con- 
sultants, keeping in 
touch with their small- 
business clients for 
months or years after 
their initial meeting. The 
export counseling they 
provide is tax-supported 
but otherwise free to 
businesses, although 
there may be fees for cer- 
tain services. Examples 
include background 
checks of foreign compa- 
nies and agents, identifi- 
cation of potential dis- 
tributors or agents, and 
on-site help during meet- 
ings with business peo- 
ple overseas. 



was that there was a tremendous amount 
of duplication," says Daniel J. McLaughlin, 
deputy assistant secretary of commerce for 
domestic operations. "In addition, a lot of 
programs weren't client-driven. It was 
frustrating for businesses, and it was frus- 
trating within the government." 

Tb address the problem, the Commerce 
Department in the past four years has set 
up 19 U.S, Export Assistance Centers, or 
USEACs, around the country. They are 
one-stop shops designed to help export - 
minded companies by serving as commu- 



Foreign Expertise 

Another business benefit created by the 
streamlining of the USEAC structure is 
access to the advice of Commerce 
Department staff members who have 
served in overseas posts and thus know 
the business climates and procedures in 
particular countries. 

Nancy Charles-Parker, for example, re- 
cently returned from a tour of duty in 
Europe to become director of the Denver 
USEAC. Michael Keaveny recently left 
India to manage the Baltimore center, 
Walter Huge, who heads the Detroit office, 
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Save Time and Money 

With SMART Software! 
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Smart Forms can automate your 
office correspondence while sav- 
ing money in outsourcing fees. 
Quickly locate specific documents 
with the powerful search engine 
and improve your corporate 
image. Over 2,500 forms, 

windows 3-1/2 $gg 

This is a new genre of 
information tools, marrying 
up-to-the-minute currency 
of the Internet with the util- 
ity of PC software. 

Past Cunipum muga/inc 



Smart Attorney is software 
specifically designed to cut over- 
head by performing basic legal 
tasks without expensive legal lees. 
With over 3,500 forms and letters. 
\ou can stan performing basic 
legal tasks today, Windows 3*1/2 

$ 69 

" If thorough legal infor- 
mation is what you 're 
looking for, you need look 
no farther 

—USA Today Online 



Smart Business Plan lets you 
create your own business plan — no 
matter how complex — easily and 
professionally. Jt includes its own 
word processor, spreadsheet, graph 
generator and sample plans. 
Windows 3-1/2 $9Q 

**Smart Business Plan 
has become a front-run- 
ner in a software pack.** 

— Computer Shopper 




FREE updates are available via www.smart(m I i ne.com. 



Order Toll Free 1-800-528-1993 or Fax 1-202-463-5641 



M ail to: 

Nation s Business 
Marketing Department 
1615 H Street, YYV. 
VVashiriKtonJM . 



Smart Business Start-Up gives 
you the tools to create a top-notch 
business plan. Sel up a 
corporation, partnership, or LLC 
or conduct market research, Smart 
Business Siart-Up even gives you 
tips on hov\ to locale $QQ 
funding, CD-ROM 5J5J 
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spent 25 years in over- 
seas posts, including 
Africa 

Hage's expertise 
helped Chris Maduka 
increase overseas sales 
of his company's hair- 
care and skin-care prod- 
ucts for ethnic markets. 
Maduka, vice president 
of Success Products 
USA, Inc.. in East 
Lansing, Mich., savs the 
Detroit USEAC pro- 
vided support at over- 
seas trade shows and 
helped him structure ex- 
clusive relationships 
with distributors. 

As the distributors 
worked with Maduka to 
determine which prod- 
ucts were in demand, the 
company became more customer-driven. 

'That was the turning point for us," says 
Maduka. The company with annual rev- 
enues of S7 million, is now selling products 
in nine countries. In 1993, exports totaled 
less than 20 percent of the firm's sales; 
now they account for 80 percent. 

The USEACs' principal goal is to find 
foreign markets for companies that the 
Commerce Department describes as ex- 
port-ready. The companies should have ex- 
portable products, management that is 
committed to the exporting initiative* a 
budget earmarked for it, and personnel 
available to respond to trade leads, says 
Bill Schrage, director of the Dallas 
USEAC. About one-third of the calls 
fielded by his office are from companies 
that have never exported, he says. 

Schrage adds that there is a lot of poten- 
tial for firms already selling overseas to ex- 
pand to new markets. "We want to get more 
companies into exporting," he says, "but we 
also want to help companies that are al- 
ready exporting and want to expand,* 

The Initial Contact 

Topically, USEACs are contacted by com- 
panies that have received a trade inquiry 
from overseas or have identified a market 
they are considering entering. Often, they 
want to know whether their product is in 
demand in that market and how they can 
get export financing. 

"Once we meet a company that is ready 
to take advantage of our services, we go 
visit their plant or office, spend a few hours 
with them, and try to determine what kind 
of help they need/ says Schrage. 

USEAC staff members work with state 
offices, economic-development agencies, 
freight forwarders, port authorities, the 
Service Corps of Retired Executives, world 
trade centers, and the Commerce 
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Department's foreign commercial service as 
well as U S. embassies. 

For example, the Detroit USEAC 
worked with U.S. Embassy staff members 
in Manila, the Philippine capital, on behalf 
of Leonard Xerri, president of Design USA 
Ltd, in suburban Detroit. As a result. 
Design USA — an import-export business 
that deals in furniture and decorative 



Export Centers 

Following are the Department of 
Commerce s U.S. Export Assistance 
Centers for small and midsize companies: 

Atlanta: (404) 657-1900 
BaHimore: 1410)9624539 
Boston: i617 i 424-5990 
Charlotte, N£: (704) 333-4886 
Chicago: i312) 353-8045 
Cleveland: '216' 522-4750 
Dlte: (214) 767-0542 
Denver: (308) 844-6622 
Detroit: (313) 226*3650 
Long Beach, Calif: (310) 980-4550 
Miami: <305j 526-7425 
Minneapolis: ' 612)348-1638 
New Orleans: 1 504) 589-6546 
New York City: 1 212)466-5222 
Philadelphia: (215) 597-6101 
Portland, Ore.: ( 503) 326-3001 
St Louis: f 314 1 425*3302 
San Jose. Calif.: 1 408 < 271-7300 
Seattle: '2061553-5615 

For the location and phone number of 
any of the 80 smaller Commerce 
Department offices linked to the Export 
Assistance Centers, call 1-800-USA- 
TRADE (1-800-872-8723), 



wood-carved products- 
was able to put together 
a show at the embassy 
that generated "tremen- 
dous" revenue, Xerri 
says. He established a 
presence in the 
Philippines that got his 
business off the ground 
there. 

For firms that aren't 
quite ready to export, 
Commerce trade special- 
ists can establish con- 
nections with agencies 
that can help them be- 
n>me prepared, Colleen 
and Keith Austin, for ex- 
ample, were new to busi- 
ness when an opportu- 
nity to export arose. 
They had started 
Lilliput. LLC, in Casper, 
Wyo., and had licensed several products 
designed to stimulate learning in children 
who are visualh impaired or otherwise 
challenged. Early in 19% they began man- 
ufacturing the products, and they soon re- 
ceived orders, the first from Canada. 

Paul Bergman, a senior trade specialist 
at the Denver USEAC, introduced the 
Austins to the local small-business-devel- 
opment center for basic help with a busi- 
ness plan, and he took them to an SBA of- 
fice to discuss financing. Meanwhile, 
Bergman did some legwork to determine 
which Canadian product category applied 
to Lilliput s products, a step that was 
needed before the order's could be filled. 

The Austins made their first export sale 
in July 1996. Since then, the coordinated 
effort that Bergman led has provided the 
Austins with counseling on patents, fi- 
nancing, production, shipping, customs, 
and collections. This year the Austins ex- 
pect revenues of $150,000, one-third at- 
tributable to sales to Canada. 
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I he Commerce Depart ment's USEACs 
measure their progress and evaluate 
their specialists on the basis of export 
actions — verifiable activities that 
lead to overseas transactions. Last year, 
Commerce field offices reported 8,164 ex* 
port actions, up from 3,938 four years ago. 
But because companies are asked to report 
only their first overseas shipment, subse- 
quent sales often are not reported. So 
Commerce is looking for better ways to 
measure the help that USEACs give to 
small exporters. 

To exporter Jimmy Kaplanges in 
Baltimore, the USEACs 1 value is clear: 
"These guys are there, and they're respon- 
sive. They helped me deal at the highest 
levels with the Chinese government. They 
helped me sell my product * « 



24 Hours. 

'Thanks to Roadway, we now operate with greater efficiency/' 



Two years ago Helmac Products Corporation, maker of 
the world's most popular tine of lint removal products, 
realized they must [manage the supply chain) 
with greater efficiency. First, they dramatically 
[improved product turnaround) time from 5 
days to less than 24 hours. Realizing that service 
is door-to-door not door-to-truck, Barbara 
Tomaszewski, Helmac's traffic manager, enlisted Roadway as 
Heimac'sH Q^^jlC^mUiU 

Roadway Rep Lela Norris and the rest of the Roadway crew rolled into 
Attf J^tf j action to he, P He ' m 3c exceed their [customers^) 






demands.] Then Roadway's John McAbier, assistant 



terminal manager in Toledo, Ohio, teamed with 
Helmac personnel to reduce shipment handling and 
[speed transit time,) The results: faster 
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replenishment of retail 
stock and greater sales 
|Roadway 
Express blends the most efficient 
network with the most responsive work 
force in the industry to deliver 
exceptional customer service to you. 



ROADWAY 

express 




www rootlwoy.com 



1-800-257-2837 

Call sour tot al \ervict ccofer or Roadway toll fret today 



Exceptional Service. . .No Exceptions' 
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MANAGING 



Letting Go 
Of The Details 



Nanommiagement — a 
term for mitrowianage- 
meniin a small firm — is 
a problem that skmdd be 
solved before it crimps 
cmnpany growth 



By L inda Fo rmickelli 



Richard Louis used to spend so much 
time trying to manage all aspects of 
his growing Internet-service busi- 
ness that he lost sight of what was 
going on in the industry. "I was still doing 
the things I hired other people to do," says 
Louis, president of AlbanyNet, a seven- 
employee firm in Albany, N.Y. *1 wanted to 
have my hands in everything" 

Louis vowed to change his so-called 
nanomanagement style after he realized 
that he had come to rely on a competitor to 
keep him abreast of industry news* "Now I 
teach my employees how to do something 
and let them do it themselves,** he says. 
"That way they learn to do it t and I can 
concentrate on running the business." 

Like entrepreneur Louis t many small- 
business owners find themselves too in- 
volved in every aspect of the business they 
created. 

There's a lot of nanomanagement in 
small companies because that's how they 
started,** says Karl Weidner, owner of 
Small Business Growth Consultants in 
Cincinnati. "You have to know something 
about eveirything.* As a result, he says, 
some owners of small firms get involved 
in every part of the daily operations, 
"Nanomanagement is good for the first part 
of the learning curve, but it shouldn't con- 
tinue after the first six months " 

Nanomanagement is a term for micro- 
management in a small firm. In small, en- 
trepreneurial companies, micromanage- 
ment by one person — typically the 
owner— can be especially growth-inhibit- 
ing because it can have a proportionately 
larger sweep through the firm than micro- 
management by one executive in a large 
company 

Sending The Wrong Message 

After the start-up phase, some owners con- 
tinue to nanomanage because they're 
afraid that something will go wrong. But 
excessive attention to details can send the 
wrong message to clients and employees. 
"What's the message to the clients if the 
owner has to go over his employees' work 
with a fine-tooth comb?" says Weidner 
'The whole food chain is endangered be- 
cause you haven't delegated and trained 
employees and let them go." 

Nanomanagers also risk stunting their 
company's growth, says Aldonna Ambler, 




His now-discarded uam/n/aNnfjcmtttt pairtires, says Rich t ml Lotus, left dixtnuird 
him from riuntimj his I itti'rttrl-srrvires Jinn. With him is Matthew Znhorik. rirr 
Itresith'itt for optmttioiix. 



president and CEO of Ambler Growth 
Strategy Consultants in Cherry Hill, NJ. 
""People who nanomanage are not doing 
strategic planning," she says. "They miss 
the big picture. They're so busy doing the 
small things [that] they don't notice that 
the result isn't what they want." 

Another risk for the nanomanager is 
burnout. Carla Itzkowich, a self-professed 
u recovering nanomanager" who is president 
of International Contact, a multilanguage 
communications agency in Oakland, Calif, 
says she is "upset and stressed out" most 
days. "My goal is to find alternatives with 
technology to take away some of the stress, 
but it takes a lot of energy to put it together. 
While you're firefighting, there's no reality 
to your plans." 

Workers Take The Brunt 

The front-line victims of nanomanagement 
are, undeniably employees. Their room for 
advancement becomes restricted because 
the owner wont relinquish responsibilities. 
The resentment that employees feel when 
they are not trusted to do their jobs can re- 
sult in high turnover, says Itzkowirh. ~At 
any one time I always have job openings. 



The end result of poor delegation is that 
you're continually looking to reorganize " 

Fred Chittenden, owner of Lake Stevens 
Dental Clinic, a six-employee firm in Lake 
Stevens, Wash., agrees that delegation is 
the key to overcoming nanomanagement. 
He headed off t he problem at his clinic by 
assigning tasks based on his employees 1 
talents so they would not need constant 
supervision. 

"A business is a lot like a garden," he 
says. "Individual plants can't grow to 
their full potential if they are shaded 
from the sun by the ever-present shadow 
of the gardener." 

Problems Willi Hiring 

New entrepreneurs of I en have difficult) 
figuring out what kind oi workers to hire. 
If the wrong people are hired, they require 
more training and supervision, which in- 
vites nanomanagement. 

Julie Koch, owner of Elegant Additions, 
a Houston showroom where decorative 
hardware and plumbing fixtures are on 
display for architects and designers, says; 
In the beginning, I didn't know what kind 
of workers I needed. I ended up doing their 
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MANAGING 



jobs myself because some employees didn't 
understand ihe mission." 

Now, 10 years after starting the com- 
pany—which has 10 employees — Koch is 
in the early stages of opening more show- 
rooms around the country, and she says 
she has become better at picking the 
right people. "As I matured with the 
business, it became clear what kind of 
employees I needed. Now I hire based 
on whether the people have the skills 
my business requires." 

Unexpectedly fast growth can force 
owners to hire low- wage, inexperi- 
enced workers quickly to deal with the 
increase in business. The owners 
might view this as a temporary solu- 
tion for increased workloads, but it can 
breed nanomanagement and hinder 
the long-term growth of the company. 

"It's a Catch-22 because the people 
I can afford right now don't have the 
skill .set to produce the results that I 
need," says Itzkowich. "For example, 
right now we're looking for a network 
administrator I can't possibly afford 
that, so Ffl get someone at a lower 
level and nanomanage him.* 

Consultant Ambler advises, how- 
ever, that ''hiring someone with apti- 
tude costs a bit more but can make 
your company much more money" in 
the long run. 



sion of what you want your business to be. 
Establishing goals, making plans for new 
products or services, and setting market- 
share targets can help you see where your 
talents are needed most — so you can stop 
mismanaging your time and skills, 



Training Is The Key 

Some firms by nature are prime can- 
didates for nanomanagement. For ex- 
ample, businesses founded on the cre- 
ative talents of the owner often 
struggle with nanomanagement be- — 
cause the success of the enterprise de- 
pends on the owner s style, 

Rene Reiser, owner of Paradise Candles, 
a three-employee candle manufacturer in 
Idaho Falls. Idaho, finds it hard to step 
away from the production process because 
the candles must look similar to those in 
her catalog — which means training her 
employees to duplicate a style that took 
her years to develop. ^Eventually, 111 have 
to teach someone else to do it," she con- 
cedes. "It makes me nervous because it 
took me two years to get it right. And 1 
wonder, 'Will they do it in my style?'" 

What can creative owners do — short of 
cloning themselves — to overcome this 
problem? One option is to work with the 
employees to develop products that reflect 
their own creative talents and to base the 
business on several individual styles* An 
alternative is to hire someone to run the 
operations and stick to managing the cre- 
ative side of the business. 

Beating Nanomanagement 

Before you can hire the right employees and 
provide proper training, you need a clear v i- 




agement. "A lack of confidence makes you 
want to check and recheck and explain 
tilings,* she says. One result was high 
turnover. w When you're critical and keep 
checking your employees' work. they quit." 
Since then, Brattina has discarded her 
nanomanagement practices to build 
her company into a successful, 70> 
employee business. She has stepped 
into the CEO position fully, delegat- 
ing day-to-day tasks to thoroughly 
trained employes 

How did she do it? "It's vision that 
gets you out of the prison of 
nanomanagement^ she says. ''You 
need to have a clear picture of what 
the company will look like so many 
years from now. How many employ- 
ees, and what kind? How many cus- 
tomers, and where are they? What 
kind of equipment and space, and 
what are you doing in that space? 

"This makes it easier to delegate. 
When you're clear about where the 
company is going and the right peo- 
ple are hired . . . its a nice feeling to be 
with a team that's heading in the 
same direction.*' 



T 



Charting a direction for tin/Inn aw cure ttawjntouage 



Anita Brattina, founder and president of 
Direct Response Marketing in Pittsburgh 
and author of Dhvnf of a Snndl ttifxhtcw 
Oiimer (AMACOM, $21.95), lacked confi- 
dence in her ability to attract experienced 
employees when she started, she says, and 
she l>ecame mired in a swamp of nanoman- 



here is no quick fix for 
nanomanagement. The owner 
must recognize the problem, de- 
termine how it affects the com- 
pany, and then act to correct it — by 
paying more attention to strategic 
planning, perhaps, or writing a man- 
ual on policies and procedures. 

Of course, a firm can suffer as much 
when the owner becomes too distant 
— from daily details as when he or she 
becomes too enmeshed in them. 
The bottom line is that an owner cannot 
afford to nanomanage workers w r ho 
should be able to do what they are em- 
ployed to do. ffl 



Lnxifi Fomtichelii is a market ittff awl ad 
rei1ixi}t<f writer in AftlrlxniK Max*. 



Symptoms Of Nanomanagement 



You're focused too tightly on the small de- 
tails, experts say, when you find that: 

■ You're too busy answering the phones 
to think about marketing. 

■ You're starting to think that your job 
title is Referee of Employee Disputes " 

■ You can't find time to update y< air 
business plan. 

■ You don't have time to think about a 
manual on company polit ies. 

■ You're afraid to delegate important 
responsibilities. 



■ You would rather do routine tasks 
yourself than train employees to do them. 

■ You confuse excessive attention to 
employees work with mentoring. 

■ You feel your employees can never 
live up to your standards, 

■ You don't know where you want your 
company to be in five years because 
you're too busy worrying about the next 
five minutes. 

■ You never take a vacation. After all, 
whom could you trust to leave in charge? 
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FINANCE 



Venturing Out 
For Rapid Growth 



By buying stakes in young 
enterprises and Imiding 
their experience and knowl- 
edge, venture capitalists can 
help turn ideas into 
expanding businesses. 



By Roberta Reynea 
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hen Mark Pacala joined 
American WholeHealth Inc. last 
year as chief executive officer, he 
knew that the most im- 
portant job he faced was the 
hunt for money. 

Founded by physician 
David Edelberg in Chicago ^* 
in 1993, WhoJeHealth con- 
sisted of two clinics— in 
Chicago and Denver. J 

The firm was little more than * £ // 
an idea — but a spectacular one, 
Pacala thought WholeHealth hoped to 
build a national chain of clinics that, like 
the ones in Chicago and Denver, would 
offer not only traditional medicine but also 
acupuncture, massage therapy, psy- 
chotherapy, and other disciplines some- 
times associated with holistic medicine. A 
patient would Ix- referred to either a tradi- 
tional or an alternative practitioner de- 
pending on the diagnosis by the person's 
primary-care physician. 

The new CEO saw venture capital as al- 
most the only option to finance the rapid 
growth he envisioned. Venture capitalists 
raise money from institutional investors, 
such as pension funds, and buy equity in 
young businesses. They add value to their 
portfolios of companies through their 
broad business experience and industry 
knowledge. 

TYpicaily, these financiers sit on the 
board and take an active role in manage- 
ment and operations — overseeing, for ex- 
ample, hiring and firing. They aim for an 
eventual return of 20 to 30 times their in- 
vestment when the company goes public, 
often in about four years. 

Owners of small companies who want to 
pursue venture capital should be willing to 
relinquish some control of their firms in re- 
turn for the money. 

Venture capitalists poured more than 
$10.1 billion into U.S. -based small compa- 
nies in 1996, a 53 percent leap from the 
previous year, according to the Coopers & 
Lybrand accounting and management- 
consulting firm. So far this year, the fi- 
nancing climate has continued to sizzle. 



'There is just an abundance of money 
chasing transactions today," says Bob 
Paglia, partner in charge of the Financial 
Advisory Services Group of Coopers & 
Lybrand in Boston, "'Probably more 
so than in decades. 1 ' 



appropriate team. The executive group, 
he says, should include people who have 
achieved objectives like those necessary 
for the success of the firm seeking the 
venture capital. 
Venture capitalists "tend to favor busi- 




This story is part of a cmitinuing series 
on ways far small companies to locate 
the financing they need to run then- 
hnsintssts. 



Rapid expansion at Amvhvnn Wholrffealth fiifc is being carricti nut tvith an infusion 
of venture capital Here the company's CEO, Mark Pacala, confers with nurse 
Diane Linden. 



Finding Investors 

It's not necessarily important to be prof- 
itable before approaching venture capital- 
ists, but your company must offer a unique 
product or service. 'The business plan 
must also show a large market,*' says Scott 
Meadow, a general partner at Sprout 
Group, a New York City venture-capital 
firm. The project should be one that can he 
financed in increments and whose 
progress can be evaluated clearly along the 
way. Sprout sees about 3,000 business 
plans a year and makes 14 investments. 

One of the biggest mistakes that entre- 
preneurs make, says Meadow, is failing to 
assess their strengths and weaknesses 
and to complement themselves with an 



nesses elose to the office, so network in 
your community/' advises Mark Heesen, 
director of legislative, regulatory, and en- 
trepreneurial affairs for the National 
Venture Capital Association in Arlington, 
Va. Also, network in your industry 

Some of the major accounting and man- 
agement consulting firms can provide 
help. Price Waterhouse, for example, of- 
fers financial -advisory services to small 
businesses seeking venture capital 
Among other things, the firm can help to 
identify appropriate financiers and im- 
prove business plans For information, 
call 1-888-537-0003. 

Coopers & Lybrand oilers introductions 
to venture capitalists, help with husiness 
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plans, assistance in negotiations, and a 
substantive guide. Three fig$0 to Obtaining 
Ventm Capital Call 1-888-609-7117. 

The Essential Ingredients 

Although a key task facing Pacala at 
American WholeHealth was to make the 
company more attractive to future in- 
vestors, his hiring itself had been essential 
to completion of the company's first ven- 
ture-capital deal, which totaled $6 million. 

In late 1995, founder Edelberg had used 
business contacts to moot financiers. In 
March 1996, Chicago-based Essex 

Woodlands Health 

Ventures, which has more 
than $100 million invested 
in smalt firms in the 
health-care industry, had 
provided $1 million in ex- 
change for 17 percent of 
Edelbergs husiness 

Essex then contacted 
Sprout Group. Sprout 
with more than $1 billion 
in small-company equities, 
dropped $3 million into 
WholeHealths pot, and 
Essex added $2 million. 

In exchange, the two fi- 
nanciers together ended 
up with just over 50 per- 
cent of the business. A rep- 
resentative from each ven- 
tun -capital firm joined the 
board and insisted that a new, professional 
management team be brought in. 

Sprout Group's Meadow suggested 
Pacala— who had led rapidly growing 
large companies — for the post of CEO. The 
$5 million in financing closed on Sept. 1, 
199(5, the day Pacala arrived. Edelberg is 
now chairman. 

During Pacala's first eight months, he 
recruited senior managers, strengthened 
other staffing, and developed a business 
plan with specifics on how the two clinics 
would be expanded into a national chain. 

He added a third clinic, in Bethesda, Md., 
and moved the company's headquarters to 
Reston, Va., where he lives. He built a 
pipeline of acquisition candidates and 
began developing the infrastructure, such 
as computer systems, to support the rollout. 

The plan projected four new clinics for 
1997 (all have been opened) and 10 per 
year for the next several years through ac- 
quisition of existing practices, which t hen 
would be enlarged by the addition of staff 
members. 

Going For Another Round 

By springtime, new investors were ex- 
pressing interest in the company. 
WholeHealth decided to begin a second 
round of financing in May, even though, 
says Pacala. it had "a fairly significant 



Obtaining venture 
capital is "a long 
process of give 
and lake. ... The 
key is to pick quali- 
ty people." 



—Mark Pacaia, CEO, 
American WholeHealth 



chunk" of the $6 million left- The process 
would require deft management: Pacala 
believed that long-term success for the 65- 
employee business would depend on choos- 
ing the right partners— and on not being 
overwhelmed in doing so. 

^Dealing with big-name venture capital- 
ists is very time-consuming^ he says. "It 
sucks leadership out of day-to-day opera- 
tions," The financiers "want to do site vis- 
its, interview management, get all kinds of 
company records, digest all that, and then 
come up with a myriad of questions." 
Along list of possibilities, provided mostly 
by Sprout and Essex, was 
narrowed, using ques- 
tions such as: Does the 
venture capitalist have a 
history in health care and 
consumer services? Does 
he or she have pockets 
deep enough to finance fu- 
ture rounds? 

In addition, Pacala 
wanted venture capital- 
ism with differing styles, 
"If you get a room full of 
highly extroverted, very 
direct, Type A people, it 
can be like herding cats.' 
he says. Mixing in "reflec- 
tive, contemplative" 
board members would 
provide balance. 
The financing effort 
was a triumph, says Meadow, who helped 
raise the money. WholeHealth hoped to 
raise $7 million to $8 million. But enthusi- 
asm ran so high that the financing spiraled 
to $15 million. In August. Sprout, Ess^x, 
and four other firms finalized the deal. 
When all the money is invested over what 
could be 18 months, the venture capitalists 
will own alxRil two-thirds of the company, 

Sinking A Balance 

Pacala attributes the success partly to 
"peoples belief about the future of health 
care." But even with such enthusiasm, ne- 
gotiating agreements isn't easy "The part- 
nership must be supportive of all inter- 
ests," he says. "Venture capitalists make a 
mistake when they cut a deal that is too 
pro-investor, where they have their claws 
in the firm so strongly that management 
doesn't have any oxygen. 

"On the other hand, for management to 
think that their lights are equal to the ven- 
ture capitalists' when they are not putting 
up significant money is ridiculous, too, 

"S< j, it 's a long process of give and take. . . . 
The key is to pick quality people who have 
common sense, high integrity and objec- 
tives aligned with yours." w 



We'll Help You 
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Advertising 
Dollar 
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Nation's Business Classifieds. 
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prospects. 

To list information about your 
business products and services* call 
Maria Scher or Debora Tydings. 

1-800-424-6746 



Roberta Reynes is a free-lance bimtms 
tvriler in Spencertomu N. Y. 




N ill inn's business Novemtw 1997 



EDUCATION 



Opening A Door 



Operation Enterprise 
introduces hundreds of 
students annually to the 
Ta TLa FiiIiiha realities of the business 

To The Future «»* 



By Michael Barrier 



Think back to when you were 17 or IB 
years old. a senior in high school or a 
freshman in college. What did you 
know about business then? Maybe 
your parents were in business; maybe you 
even worked For them in the summer, or 
after school. But did you really have a due 
about the kinds of decisions that business 
people make every day? Did you know 
enough even to begin considering a busi- 
ness career for yourself? 

For most people, the honest answer to 
both questions would be tt no. w But every 
summer, 400 young people come away from 
the program called Operation Enterprise 
JOE), sponsored by the American 
Management Association (AMA), prepared 
to answer "yes." 

What OE offers, says Richard Bauer Jr.. a 
1969 alumnus, is "your first exposure to 
business"— that is, the first opportunity to 
talk about business with business people 
apart from neighbors and family. 
Bauer grew up in a business family; he's 



J now executive vice president and chief op- 
erating officer of Eastern Alloys in 

I May brook, N.Y, a 110-employee zinc-alloy 
company that his father founded in 1965, 
But he says that having "social relation- 

j ships that have a business slant to them" 
is very different from sitting down with an 
entrepreneur and hearing what its like to 

| be in business. 

Teenagers don't know what business is 
like, Bauer says. "I certainly didn't. You've 
taken a lot of things for granted. Now you 
get to see it for yourself. You get to ask 
questions." 

A Select Student Body 

Operation Enterprise was started in 1963 
as an outgrowth of the management 
courses that the AMA has offered for many 
years to people in the midst of their busi- 
ness careers. Most OE sessions are held at 
a 150-acre facility in rural Hamilton, N.Y, 
that the AMA built — complete with an air- 
port—in the 1960s as an executive retreat. 



are in Troy, Mich.; 
, and Lloydminster, 



lOE's other sites 
Washington, D.C. 
Alberta.) 

Each 10-day session— there were six last 
summer in Hamilton, as well as a six-day 
session designed for older college stu- 
dents—is restricted to no more than 40 stu- 
dents, who hear from as many as a dozen 
"practitioners." as Reg Wilson, the pro- 
grams director, calls them. 

The business people, who range from 
high-ranking executives at bigcompanies in 
front-line supervisors at small firms, are, 
Wilson says, "sharing experiences they had 
just the day before." He estimates that 
about half the practitioners come from 
small companies. 

"We are attracting people whi> want to 
give something back, who want to share 
what they've learned." says Wilson. "All of 
our speakers are volunteering their time, 
and most, of t hem are picking up their own 
travel expenses," 

Faculty members change from program 



Exploring business topics tuain-tiw tuttbtvlla t.iftlw Autvri<vn Man.ayntw.ut Axsoctatiua'x ()/)t'tvtiou Enterprise, students meet ht 
small groups with men and women who ami and rim compa un s 
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I've been 
involved in a lot of 
things, but I've 
never seen a more 
enthusiastic group 
of kids" than those 
at Operation 
Enterprise. 

—Printing Firm Founder 
Joseph Green 



to program, but the top- 
ics including leadership, 
entrepreneurship, plan- 
ning, and team building — 
remain the same. 

The speakers fellow 
u topic outlines, 1 " Wilson 
emphasizes, 'They're not 
coming in just to tell sto- 
nes." hi. 1 says, bul to cover 
specific points, illumi- 
nated by their experience. 
The students also go 
through simulations in 
which they deal with typ- 
ical business issues such 
as budgets, personnel, and 
internal communication F 

Says Wilson: ""We're get- 
ting into the essence ol' management, devel- 
oping management skills for whatever pro- 
lession you choose, land explaining] how 
processes work, how relationships work," 

The setting is relaxed, and as Bauer 
points out, "chances are the people who vol- 
unteer to speak are pretty motivated indi- 
viduals themselves. They enjoy business; 
they're not just putting their time in. These 
are people who love what they do. It pro- 
vides a very positive experience, 1 ' 

Benefits For Both Sides 

It is a positive experience not only for the 
students hut also for them, participating 
business leaders say One who takes part 
two or three times each summer is June 
Stahl, president of Stahl Soap Corp. in 
East Rutherford, N.J, Stahl Soap, which 
has ulxml 65 employees and originated in 
pre- World War II Vienna, makes bar soap 
for industrial and institutional markets. 

They prepare the kids, they give you a 
lot of prep materials," Stahl says. "I really 
enjoyed getting up in front of the kids and 
talking about how I got into my business, 
what it really means. 

"It made me really think aliout what 1 do 
and look al my own job in a slightly different 
light. We very rarely, as business people, 
step back from our day-to-day activities." 

Stahl made her first three-hour presen- 
tation about 10 years ago, and at the end, 
she says, she felt "absolutely" that she had 
connected with her audience. "And their | 
questions were questions that 1 wish I had 
had the opportunity to ask someone" be- | 
fore she was (breed to assume leadership | 
i if i he lamilv firm at a^o2a, upon the sud- 
den death of her father. 

Stahl adds: "Everyone Tve talked to who 
came back from the program has told me 
that it was the most incredible experience 
they ve ever had. You hear that, and you 
know its worthwhile." 

The ripples of that enthusiasm have 
reached business people who have not vei 

-rv. <i as speaker* themselves. Joseph 



Green, who founded PPS. 
Inc., a 55-employee spe- 
cialty printing firm in 
Olathe, Kan., in 1964, has 
visited Operation Enter- 
prise sessions several 
times while attending 
other AMA meetings in 
Hamilton, He provides a 
scholarship for one stu- 
dent every year, as does 
June Stahl, 'The recipi- 
ents of the scholarships, 
in the letters I get, just 
rave about it," Green says. 



Company Support 

About 70 percent of those 
attending are on scholar- 
ships provided by companies, which may ei- 
ther restrict recipients to a certain group 
(children of employees, for example) or let 
the AMA choose them from the applicants. 
A scholarship costs $1,500. Hie American 
Hardware Manufacturers Association alone 
provides 50 scholarships annually. Other 
companies support students directly, with- 
out going through the AMA. 

The value of the scholarship program, 
Green says, is that it enables u a lot of 
bright kids that otherwise would not have 
the resources" to attend, 



It's the program itself that's the strongest 
argument for business support, he sug- 
gests. Tve been involved in a lot of things," 
he says, "but Tve never seen a more enthu- 
siastic and excited group of kids" than those 
he has seen at Operation Enterprise. 

Richard Bauer Sr., who still heads 
Eastern Alloys as its CEO, has sent many 
local people, including sons and daughters 
of employees, through the program; last 
summer, his grandson attended. "So many 
of the people Tve sent." he says, "remem- 
ber how, 15 or 20 years ago, it shaped their 
lives before they went to college. It was a 
great first experience away from home. 1 * 

After almost 30 years, Richard Bauer Jr. 
remembers his OE experience fondly, hut 
from a 17-year-old's perspective; walked 
away thinking, 'Gee, that wasn't anywhere 
near as bad as I thought it was going to be. 1 
When you're 17, that's a huge thing." 



To Leani More 

For information on supporting Operation 
Enterprise, call 1-800-634-4262 or write to 
OE at PO. Box 88, Hamilton, N.Y. 13346. 
The e-mail addi-ess is warna I \ nu & i vm . 

Student applications are available from 
the same addresses. Applicants — high 
school juniors and seniors IB or older and 
college students of any age— must submit 
an essay and other supporting materia I w 
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TRAVEL 



Cutting Costs 
Before Takeoff 



Nation's Business November 1997 

Experts' tips for trimming 
expenses reflect a common 
theme: Plan ahead. 



By Peter Weaver 



With air fares and lodging 
prices expected to con- 
tinue edging up in the 
months ahead, 
business travelers 
may have to do some 
specially targeted 
planning to min- 
imize the costs 
of going on the 
road. 

Business- 
travel experts 
are suggesting a number 
of money-saving tactics that 
range from being selective about 
the days you travel and where 
you stay to choosing a cost-effec- 
tive way to pay for the trip. 

Airline expenses, for example, 
can be cut as much as 50 percent 
by carefully timing out-of-town 
meeting dates, expert- say "Talk 
to your travel agent to check 
w r hat days and times give you the 
best air fares/' says Dina Palek. 
an agent with Chicago-based 
Quille Travel. 

Certain days, such as Tuesday 
and Wednesday, are often the 
best for obtaining discount fares, 
Palek says, and Monday is next* 
best. The time of day also can be 
important. "A deeply discounted 
seat might be available mid-day 
or in the evening* she says, "but not in the 
earlier morning hours or late afternoon.** 

Work out the best travel days and times, 
Palek advises, and then plan your busi- 
ness meetings accordingly 

Ed Perkins, editor of Consumer Report* 
Tmuel Letter, recommends discounted 
seven-day, 14-day, or 21-day advance-pur- 
chase airline tickets. "You always pay top 
dollar to the airlines by making your plans, 
or changing them, at the last minute " he 
says. But such tickets issued by major air- 
lines usually require the passenger to stay 
overnight Saturday at the destination. 

If your destination is served by major air- 
tines as well as lower-cost carriers, there 
may be deep discounts on fares, particularly 
at certain times. "When a major airline 
faces direct competition from a low-cost 
company," says David Perelman, president 
of New York City-based DMS Travel Group, 
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Air-fare discounts are sometime* available if tjoint wUlunj to 
change planes in an airlines hub city. 



"youll find that they offer competitive if not 
identical fares." Such fares may be available 
only for competing flights departing at 
about the same time of day, however 

Sometimes, though, it pays to pick the 
major airlines discounted fare over a low- 
cost airlines offering. You might want to 
build frequent-flyer points with the major 
airline rather than with a smaller carrier 
that you seldom use. Or you might prefer a 
major airline's amenities — such as a full 
meal instead of a bag of peanuts. 

Another tactic for cutting air-travel 
costs, Perelman says, is to choose flights 
that involve a stop in one of an airline's 
hub cities. For example, if you want a 
round trip between Chicago and New York, 
you can save almost half the price of non- 
stop flights by taking US Airways flights 
requiring a stop in Pittsburgh. "When they 
don't have a competitive, direct flight," 



Perelman explains, airlines "en- 
tice you with a lower fare that re- 
quires changing planes in one of 
their hub cities.'" 

Another suggestion centers on 
airports. David Stempler, presi- 
dent of the Washington-based Air 
Travelers Association, which offers 
members travel discounts, says, 
"You should also look for alterna- 
tive airports at both ends of your 
trip because you might find low- 
cost airline competition in one lo- 
cation and not the other.** Look for 
airports that are no farther from 
each other than an hours drive, 
Stempler says. He cites the New 
York City-Newark, NJ., region, 
the Washington-Baltimore area, 
and Louisville, Ky.-CincinnatL 

Overseas Strategies 

Methods of lining up low-cost air 
fares for trips abroad are different 
from those for domestic travel. 
"Domestically, our deregulated 
airlines can offer any fare they 
want," says travel agent Edward 
Hasbrouck, author of The Practical 
Ntnitad fMrxm Travel Handbooks, 
$17*95), ^vhile international carri- 
ers, regulated by the International 
Air TYansport Association IIATA]. 
have published fares they have to 
adhere to * 
because "there's no limit on how 
commission the airlines can pay- 
travel agents anil other travel-related com- 
panies to encourage them to sell seats," 
Hasbrouck says, a travel agency that got 
a commission of, say, 'M) percent could give 
much of it to a customer as a discount. 

"This means you have to deal with spe- 
cialized brokers, called eonsolidators or 
wholesalers, instead of the airlines," 
Hasbrouck says. Travel agents, especially 
those who specialize in business travel, 
often have specific wholesalers or eonsol- 
idators they deal with for discounting in- 
ternational air fares. 

TVavel editor Perkins says that "you can 
sine hundreds of dollars on Hires lo Asia 
and Latin America almost any time and to 
Europe during the peak (higher-cost | sum- 
mer season* 1 by using a consolidates 
Bear in mind that your savings on inter- 
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Workplace Safety 
And Compliance Solutions 



American* mtii 





Americans With 
Disabilities Act 
Compliance Manual 

Comply with ADA guidelines 
affecting hiring, promoting, 
training, compensation, and 
firing practices. Find out 
what constitutes a disability, 
who s protected, how to conduct 
employment interviews, and much more. Includes 
accessibility standards for new construction and 
alterations of public facilities, state-level regulations, 
and min rases. # : FA-49-M QQ 



Workers' 
Compensation: 
A Management 
Cost-Reduction and 
Safety Program 

This versatile resource can 
help you develop, implement, 
and maintain company-wide policies 
and programs that can help reduce the costs 
associated with workers 1 compensation claims. Covers 
essential topics, including how to establish an injury- 
reporting system, develop and maintain a formalized 
case management program, establish a reiurn-u>work 
program, and mom I pages. #KA-b7>-M 

$99.00 



1910 . tJ 
OSHA Guide 



1910 OSHA Guide 





This handy reference 
contains the full text of 29 
CFR P&rt 1910, Subparts A 
through Z, plus Part 1903 
Inspections, and Pail 1904 
Recordkeeping — printed in 
20% larger type than the 
CKR, and lab-divided and 
indexed for quick reference. 
1,089 pages, #FA-:*t $189 00 



Compliance Audits: 
Essential Checklists 
For OSHA, EPA & 
Other Key Agencies 



This resource saves you 
time and money by 
providing a "snapshot" of 
facility compliance through 
an easy-to-use audit 
program. It provides guidance on how 
to do a walk-around audit of your facility; lakes you 
through the recordkeeping requirements; and 
provides information on OSHA and EPA including 
how they do inspections and schedule penalties. 
292 pages. #FA-:>0-M $139 00 




Call Toll Free 1-800458-9922 or FAX 1-202-463-5641 



u Yes! I Want The Following 
Workplace Safety Solutions 

Update service available separately. 
Loose-leaf, 3-ring bound. 
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Business-oriented amenities such as modem* 
by even, some lower-cost hotel a nd motel cka 



Robert Diener, president of Hotel 
Reservations Network, a discount broker 
based in Dallas, says that hotel brokers can 
give small firms "the same kind of volume- 
purchasing leverage that big corporations 
have." 



hotel broker "can also set 
up golf arrangements, 
transportation, and 
meeting space if you 
need it 1 * says Gorka. 

Hotel brokers gener- 
ally find the biggest 
discounts among the 
largest chains in major 
metropolitan areas and 
resort spots. But you 
can often get even lower 
races by staving at bud- 
get hotels, 

"Names such as Motel 
6. Super 8, Econo Lodge. 
Comfort Inn, Days Inn, 
Howard Johnson, Red 
Kouf. and Travel Lodge f 
according to Diener, "have been upgrading 
their facilities over the past five years arid 
offer race, clean rooms, some of which even 
have modem connections for laptop 
computers and other business-oriented 
amenities," 



are now offered 
im*. 



national air fares will depend on your des- 
tination and travel dates. There are times 
when the airlines' own economy or excur- ' 
sion fares are lower than those you could 
get from a consolidate. 

Tickets purchased through a consolida- 
tor generally dont earn frequent-flyer 
mileage points. 

Hotel And Motel Bargains 

You can sometimes cut one-half off quoted 
room rates by getting your reservations 
through a hotel broker. 

Hotels often designate 10 to 1.5 percent 
of their rooms to be sold by brokers at 
deeply discounted rates because these spe- 
cialized travel companies can guarantee 
the hotels business in the low season and 
can bring in new customers all year, 

"WSa save a lot of money by using a hotel 
broker for all of our business* says Terry 
Gorka, co-owner (with his wife, Valerie) of 
Golf Pacific Coast, a small package- tour . 
company in Ventura. Calif. "One major I 
hotel in Las Vegas normally charges up to 
$200 a night for a room we can get through 
our broker for $69" he says, and "we can get 
rooms in cities where the whnle town seems 
to be booked up tight for a convention or 
other special event" 



Here's how it works: You call a broker and 
descrite your preferences for type of hotel, 
location, and amenities. Thus, you avoid 
having to make long-distance calls to hotels 
in your destination city to compare rates, A 



Cars And Credit Cards 

When renting a car, use discount coupons 
from airline frequent-flyer clubs, travel 
agents, or membership organizations. 

Another way to save money on travel 
costs is to use an airline affiliation credit 
card to handle the hulk of your business 
purchases. The more you purchase with 
the card, the more frequent-flyer miles and 
hot el points you accumulate. 

The Final Test 

"Of course, the absolute best way to cut the 
cost of a business trip," says Perkins, "is 
not to take the trip in the first place. 
Always ask yourself: Is this trip necessary? 
Could the business be done with a confer- 
ence call or at a later date in conjunction 
with another trip?" 

If you decide, though, that the trip is a 
must, then your next step is to begin chart - 
ing the most otet-eftective ways to go. 

For More Information 

Membership in the Air Travelers 
Association costs ,$49.95 a year: call 1-800- 
AIR-SAFE ( 1-800-247-7233). 

Air-fare consolidators names, addresses, 
phone numbers, and countries served are 
listed in the October 1995 issue of 
Consumer R&p&rto Tmvel Letter, lb obtain a 
copv, send $5 to the publication at 101 
Truman Ave., Yonkers, N.Y. 10703-1057. 

Hotel brokers' names and phone num- 
bers are listed in the June 1997 issue of 
the publication; it is available for $5 at the 
same address. 

Some hotel brokers and air-fare consol- 
idators are listed on the Internet at 
wiriultmveLcow* Unpublished discount air 
faros ran U' iouiio! al ''•.•nrj^stjftirs.rtmi, to 
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Gains opportunity throughout the world. 
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More than Cx 5 million US. households now diversify their investments with international mutual funds, 
our financial house in order? For information on this no-load fund, call 1-800-333-1001 Dept. AH07 




I70%to™ wl4i^fa to 6/30/97, 1997* 

1 3-2% for o* year, 9.4% fw three yeorc 1 3-2% lor five yeors and 5.4% since 7/31/89 ore the EAf E Index average OMBaf total returns for the pemxh ended 6/30/97, 199/ 1 



"Post performance is no guarantee of future lesults The rciwm shown ate hrstortcoi and in part reflect Hie performonce of a pool of assets advised by the fund's subarfvisa, tank oJ Itekmd 
Asser Management (U.S.I Limited CBIAW") for periods before Itie fund commenced operations on October 11, 1996. adjusted to reflect any increased expenses associated wuh operating 
the fund. The asset pool wos not legistered with the Secunties nnd Exchange Commission and theieloie was not suhiecl to the investments restrictions imposed by law on registered mutual funds. If the pool 
bod been legistererj its performance might have been adversely affected. Investment terurn and shuie piice will fluctuate, and ledemption vnlue may be more or less than me original cost The special irsks 
involved in foieign investing, such as currency fluctuations and political uncertainty, are discussed Knlher m the prospectus Investments in the Berger/BIAM International Fund are not insured by the Federal 
Deposit Insurance Corporation, me not deposits, and ore not obligations of, or endorsed oi guaranteed in any way by, any bank I The Morgan Stanley Europe, Australasia, and Fai East (EAFf i index is a market 
cnpitalijotion weighted index composed of companies mpiesentotive of the mniket structure of ?0 Developed Market countries It is not on investment product available for pyithns*! Berger Drstributors, Inc 
- Distributor ©1997 Bergei Associates, Inc, Coll for o prospectus containing moie complete infoimotion including all management fees, thaiges and expenses lead it carefully belore investing. 

www.beigeifun4$.cctfTi fXE( AflO/ 



You're Our Kind Of 
Customer 



If you own a small business or are part of 
one, you understand the importance of working 
smart and spending wisely. One significant way 
to improve your bottom 
line today is to call 
WinStar The New Phone 
Company" Now, at long 
last, offering an alternative 
to NYNEX for your local 
phone service. 

With WinStar you'll get significant 
monthly savings, sacrifice nothing in quality 
and clarity, and gain everything in the way of 
customer service. You'll also find real live 



ENTREPRENEUR 

Visionary 
tightwad 



human beings to assist you twenty-four hours a 
day r seven days a week. People who appreciate 
the relationship between time and money. 

What's more, these rates 




are consistently low 
every single month on 
local service. And you'll 
also save money on 
longdistance, Internet 



'4» 



services and more 



If you've got an entrepreneurial spirit and a 
clear vision of where your business is headed,, yet 
still live by the old adage "A penny saved is a penny 
earned/' call the like-minded people at WinStar. 



WinStar 
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The 1998 Luxury Cars 



By Julie Candler 



Like a stately yacht that was caught 1 
on a sandbar, the luxury-car market 
is rising slowly with the tide — a tide 
created by appealing and aggres- 
sively priced new vehicles and the emer- 
gence of affluent new customers* 
For 1997, luxury -car sales are ex- 

peeled to show an increase nf [ilwiui 4 

percent, says Susan Jacobs, presi- 
dent of Jacobs & Associates, an 
auto-marketing consulting firm in 
Rutherford, N.J, She forecasts 
that sales will increase by about 1 
percent in 1998. 

According to Ward's Aukmo&x 
Report* however, 1997 sales of lux 
ury cars had increased by 7-5 percent 
through August com pared with the same 
period in 1996. 

U.S. sales of domestic and foreign luxury 
cars had declined slightly in recent years. 
After reaching more than 1.2 million in 
1994, they dropped by 3.5 percent in 1995 
and by an additional 2 percent in 1996. 

Jacobs attributes the healthier 1997 
market partly to a stock market that has 
posted strong gains for the past three 
years. "There is a wealth effect," she says. 
lk Not that [investors] are cashing out, but 
they feel they have the wherewithal to 
splurge a little. 1 ' 

Also, many small-business owners are 
treating themselves to luxury cars as a 
strong economy has helped to boost their 
companies' profits 

Jim Press, senior vice president and gen- 
eral manager of the Lexus Division of 
Toyota Motor Sales, U.S. A., based in 
Torrance. Calif, cites another source of 
new customers: 'The number of affluent 
households is growing faster today, and 
I baby] boomers are entering the luxury 
market." 

Another factor is a switch back to luxury 
cars by people who had owned sport-utility 
vehicles, says Art Spinella, director of 
automotive research at CNW Market- 
ing/Research in Bawion. Ore. 

Spinella cites a study of 1996 purchases 
indicating that 19 percent of those who 
switched back from a sport-utility to a car 
purchased a luxury vehicle (priced above 
$35,01)01 or what the industry calls a near- 
luxury vehicle (priced at $25,000 to 
$35,0001. Of those buyers who formerly 
owned t he biggest sport-utilit ies. ^7 percent 
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switched to a luxury or near-iuxury car. 

The market is also being helped by the 
steadiness of prices — and even some price 
cuts— for luxury cars, says Jacobs. In re- 
cent years, consumers resisted luxury-car 
prices, which were rising faster than their 
incomes and the rate of inflation. "People 
were finding that their present cars were 
more durable than previous models," she 
says. "That gave them a greater ability to 
wait for better deals if they thought cur- 
rent \)riei>± were Uxi high.' 

Above all, its the cars themselves that 
are spurring the growth of the luxury mar- 
ket, says Jacobs. The market is being sup- 
ported by a lot of new product coming in," 
she says, referring to all-new cars with 
new designs. "They started in 1997 and 
will keep flowing in 1998." 

Innovative technological features on 
many of the new luxury coupes and sedans 
also are increasing their appeal to con- 
sumers. Among those features are: 

■ Variable steering, which makes park- 
ing easy and provides stability at highway 
speeds. 

■ Lighter engines and transmissions 
that operate quietly and smoothly while 
providing more-responsive performance. 

■ Traction control, which detects when a 
wheel is about to lose traction and, 



through electronic controls, prevents the 
wheel from spinning, 

■ Vehicle navigation devices that use 
satellite-linked global-positioning systems 
to guide motorists turn by turn. 

■ Heated and ventilated seats, and 
steering wheels that automatically tilt up- 
ward for easy entry and exit. 

Among the innovations for 1998 is the 
Cadillac Seville STS's optional adaptive 
seating, an industry first It adjusts the 
front seats' support to custom-fit every in- 
dividual. 

The system uses a network of 10 air cells 
placed between the leather upholstery* and 
foam in the seat cushion and back. 
Electronic sensors attached to the air cells 
measure and adjust internal pressure lev- 
els every four minutes as the occupant 
moves in the seat. 

A Mercedes-Benz system, Parktronic — 
introduced last year on the top-of-the-line S- 
Class vehicles and offered as an option this 
year on the upper-luxury E-Class models- 
sounds a warning and lights a bar-graph 
display if drivers get too close to other vehi- 
cles or objects when the car is morag at 10 
mph or less r jr ^ backing up. The system 
uses high-frequency sound waves to sense 
objects near front or rear bumpers. 

On 1998 models, most luxury-car mak- 




ers are continuing their leadership in 
safety features by providing an extra air 
bag on each side of the front of the pas- 
senger compartment, for protection in side 
impacts. Among the automakers now of* 
fering the side air bags on some or all of 
their vehicles are Audi, BMW, Cadillac. 
Infinity Jaguar, Lexus, Nissan (on the 
Maxima), Saab, Volvo, and Toyota (on the 
Avalon). 

Jaguar is among the luxury-car makers 
that have added safety-belt pretensioners 
for 1998. These take up the slack on the 
belts within milliseconds of a frontal colli- 
sion, reducing the distance that a driver or 
passenger moves forward. 

While most luxury cars are four-door 
sedans, there is a trend back to coupes. 
Mercedes, Lexus, and Volvo are releasing 
innovative, handsome, new or redesigned 
two-doors for 1998. 

Executives at Lexus, in launching their 
new SC 400 and SC 300 sport coupes, say 
that as baby boomers become em pu- 
nsters, these buyers will seek expressive, 
fun automobiles. As the publicity for 
Mercedes' new CLK coupe says, "Its for 
baby boomers who want to reward them- 
selves.' 

Although the overall luxury-car market 
is expected to grow; analysts are forecast- 
ing a continuing drop in sales of domesti- 
cally made luxury cars because of boomers' 
attachment to foreign products, Jacobs es- 
timates that 1997 sales of luxury cars 
made in the United States will be down 10 
percent. As of August, sales of luxury cars 
manufactured outside the United States — 
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including sport and specialty-coupe mod- 
els — were up 16.5 percent compared with 
the same period in 1996, according to 
I Wet nrf 's Automotive Reports. 

But -Jacobs adds that "the domestic mak- 
ers are starting to evolve their lineups. 
Cadillac took the first step with the 
Catera," which is based on the platform of 
the Opel Omega, a luxury car made in 
Germany by a General Motors subsidiary, 
"and Lincoln's 1998 Town Car styling is 
more European in its look," 

Two-seater roadsters such as the 
Mercedes SLK, the Porsche Boxster, the 
BMW Z3, and the Chevrolet Corvette are 
not covered in this article because of their 
limited production numbers. Unless other- 
wise noted, the vehicles described below 
have front-wheel drive, meaning power is 
delivered to the front rather than the rear 
wheels. 

In the following descriptions of 1998 
cars 1 major features and innovations, lux* 
ury models are listed in the first group, 
near-luxury models in the second. Some 
prices do not include destination charges, 
and if prices for 1998 models were not 
available, 1997 prices are given. 

Over $35,000 

Acura 

The suspension is sportier than before on 
Acura's top-of-the-line 3.5RL, a four-door, 
five-passenger sedan ($41,435 for 1997). 
Among new standard features are ma- 
chine-finished alloy wheels, an eight- 
speaker Acura/Bose audio system with 
anti-theft features, and a three-point 
safety belt for the center rear seat 

The optional, satellite-linked Acura 
Navigation System is the only such device 
in the industry that is in-dash and has a 
touch- screen display. Dealers will update 
local mapping software at no charge every i 
six months for the first two years. 

BMW 

The 5- and 7-Series rear- wheel-drive vehi- 
cles feature a standard Head Protection 
System, a tube-shaped air bag that pops 
out of the interiors roof to protect the head 
and neck of the driver and front passenger 
in a side collision. The air bags are in- 
stalled in combination with standard door- 
mounted side air bags that protect the 
upper body, so there are six inflatable re- 
straint systems in each car. 

BMWs with automatic front-seat-belt 
tensioners cinch the belts tighter instantly 
in a severe frontal impact, and the system 
detects whether an impact requires only 
tensioners or both tensioners and air hags. 

All 7-Series models will have a tilt-entry 
steering wheel. In addition, a dynamic sta- 
bility-control system that takes over in 
critical cornering situations becomes stan- I 
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dard on the 7-Series and the 540i auto- 
matic. Prices for 7-Series models are 
$61,640 for the 740i with a V-6 engine; 
$65,590 for the 740iL, a long-wheelbase 
model with a V-8 engine; arid $91,890 for 
the 750iL with a V-12 engine. The 8-Series 
has been dropped. 

Last November, BMW became the first 
manufacturer to make traction control 
standard on all models; the feature re- 
duces the spinning of wheels and enables 
surer acceleration on slippery surfaces, 

By year's end, BMW expects to be the 
first automaker producing cars in the 
United States to make navigation systems 
available across the model line. A factory- 
installed, on-board navigation system that 
covers 48 states was available on 1997 5- 
and 7-Series cars. 

Cadillac 

A new Seville, a five-passenger, high-per- 
formance luxury sedan, will go on sale in 
December. Its new body is a trimmer evo- 
lution of the successful look introduced in 
1992. 

The Seville Luxury Sedan (SLS) will have 
a base price of $41,000 to $43,000. The base 
price for the more upscale Seville Touring 
Sedan ( STS ) will be about $46,000. The SLS 
features a 275-horsepower NorthStar V-8, 
while the STS is powered by a :jf.K)-horse- 
power NorthStar V-8. 

Inside, the STS features the optional 
adaptive seating described in the introduc- 
tion to this article. Standard on the STS is 
a Bose 4*0 sound system. 

A U.S. industry first on the STS and some 
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Introducing two great new fleet vehicles. 



When Chrysler Concorde and Dodge Intrepid first arrived on the scene, they 
earned accolades from the press and public alike. Ihese breakthrough vehicles 
were lauded for innovations in both design and technology Now, look closely 
at the next generation Concorde and Intrepid — vehicles completely redesigned 



to be even more valuable to your fleet, We think you'll agree, they're new 
additions to our family that we can be very proud of. So now that you've 
seen them, give us a call; we're happy to answer any questions you have. 
Dont rust sele< { a vehicle. Select ti company 
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other 1998 Cadillacs is a radio data system 
that uses FM-based technology to allow 
broadcasters lo silently transmit text such 
as station call letters, stock quotes, sports 
scores, and emergency messages, along 
with the audio signal. The radio data sys- 
tem, used in Europe, is expected to be em- 
ployed widely in the United States as more 
FM stations adopt the technology. 

The system is standard on the STS and 
an option on the Eldorado Touring Coupe, 
DeVille, DeVille Concours, and DeVffle 
dTClegance models that include a high- 
level Bose entertainment system. 

The STS also features a new automatic- 
transmission technology called Perfor- 
mance Algorithm Shifting. It uses sensors 
to respond much like a manual transmis- 
sion during fast-driving maneuvers such 
as hard cornering. Both the SLS and STS 
are equipped with standard StabiliTVak, a 
stability-control system that helps in diffi- 
cult driving situations. 

The StabiliTVak system is standard on 
the Eldorado Touring Coupe ($43 t 360 \ and 
the five-passenger DeVille Concours 
($42,960) and is an option on the DeVille 
($38,360) and the DeVille d'Elegance 
< $41,960*. 

Inflnrb 

After a mid- 1997 addition of front-seat 
side air bags, the Q45 f $48,395 for 1997) 
adds front-seat -be It pretensioners and a 
new odometer with liquid crystal display 
and dual trip meters. 

Jaguar 

The XJ6 becomes the XJ8, with Jaguar's 4- 
liter V-8, the same 290-horsepower engine 
that powers the XK8 sports coupe intro- 
duced last year The same power plant now 
is standard on all Jaguar sedans: the stan- 
dard- wheelbase XJ8 ($55,330), the long- 
wheelbase XJ8 L f $60,330), the extra-lux- 
urious Vanden Plas | $64,380), and the 
supercharged XJR ($67,9801. 

Jaguar has made major mechanical 
changes to the sedans, including new 
five-speed automatic transmissions and 
re-engineered suspension and electrical 
systems. Their interiors have been re- 
designed, but the cars retain their classic 
exterior appearance. 

Lexus 

An all-new GS series puts priority on per- 
formance by stressing power, cornering 
ability, interior comfort, stability, and 
safety. The GS 300 | $36,800) and the GS 
400 f $44,800) are five-passenger, rear- 
wheel-drive sedans built on a completely 
new platform and positioned between the 
entrv-level ES 300 ($30,790) and the LS 
400 ($52,900), They utilize a new skid-con- 
trol system integrated with traction con- 
trol and anti-lock brakes. 



An optional touch-screen navigation sys- 
tem on the instrument panel also controls 
heating. air^nditioning, and audio-sys- 
tem settings. A hard-disk database source 
for navigation contains detailed maps of 35 
metropolitan areas. Three map updates 
covering 48 states can be downloaded 
using plug-in software cards available free 
from dealers for cars under warranty 




The GS 400 is powered by a new-gener- 
ation, all-aluminum, 4-liter, 32-valve V-8 
with 300 horsepower It is the first V-8 to 
utilize continuously variable valve timing, 
a system of controlling combustion for bet- 
ter fuel economy, emission control, and 
standing-start torque. The GS 400 goes 
from 0 to 60 in six seconds. 

The GS 300 is equipped with a 225- 
horsepower. -Miter six-cylinder and can go 
from 0 to 60 in 7,8 seconds. 

Refinements to the top-of-t he-line LS 
400 include the 32-valve V-8 as standard. 



Lincoln 

The rear-wheel-drive, six-passenger 
Lincoln Town Car ($38,500) conies in a 
dramatically restyled package that is more 
than 80 percent new. Changes include a 
more rigid frame and upgrades to the 
chassis, suspension, and brakes. 

The front-seat area has a 40/20/40 
arrangement— 40 percent each for driver 
and passenger, 20 percent for an armrest 
that folds up and away to provide seating 
for a third occupant. 

The trunk, exceeding 20 cubic feet, is 
among the largest in any car. The Town 
Car's 4.6-liter V-8 engine provides 200 
horsepower in the Executive and 
Signature series vehicles. On the upscale 
Cartier series, the same engine with a dual 
exhaust gets up to 220 horsepower. 

The Continental, a five- or six-passenger, 
four-door sedan, t $38,500) gets a fresh look 
inside and out as well as changes to provide 
a mere comfortable ride. 

With the Continental's quickly adjustable 
Driver Selection System option, drivers can 
select plush, normal, or firm ride settings 
and steering modes. A Memory Profile 
System permits these and nine other fea- 
tures to be personalized for two drivers. 

Other changes on the Continental in- 
clude larger, quieter mufflers, smmther 
.shifting, and valve-timing revisions for 
better performance. Audio and climate 
controls on the steering wheel become an 
option, as does SecuriLock, a theft-deter- 
rent engine immobilizer. Another option is 
SecuriTire, with a prevSsure-alert system 
and extra-stiff Michel in tires that can be 
driven without air for up to 100 miles. 

Mercedes-Benz 

A new. face-lifted C-Class of midsize, rear- 
wheel -drive, four-door sedans sports a 
| modified grille, a new front air dam (a 
| spoiler beneath the bumper to reduce air- 
flow), and a subtle spoiler on the trunk lid. 
The C280 ($35,400) has a new 194-horse- 
power, three*valves-per-cy linder, 2.8-liter 
V-6 engine. It outperforms the previous 
model, is lighter, and uses less fuel. 

A new E320 wagon ($46,500) combines 
sedan styling, performance, and handling. 
The wagon and the E320 sedan r §45,300 1 
use a new V-6, an innovative engine that 
employs a three-valve, twin-spark-plug de 
sign for broader torque range and lower 
emissions. The 221-horsepower, 3.2-liter V- 
6 improves fuel efficiency by more than 10 
percent Both vehicles are available with 
full-time all-wheel drive and four-wheel 
electronic traction control as an option. 

Also new is a full-size luxury/perfor- 
mance sedan, the E300 turbodiesel 
f $4 1,800) with a 174-horsepower. 3-liter, 
turbocharged engine. The vehicle replaces 
theE300diesel 
The all-new four-seater CLK luxury prr- 
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formance coupe ($39,850) went on sale in 
October; it has a 3.2- 1 iter V-6 engine and a 
full complement of luxury features. Its 
youth appeal shows in an interior design 
that includes four leather-upholstered 
bucket seats. The CLK has an industry 
first as standard: a fully electronic key sys- 
tem integrated into the remote locking 
unit. Because there is no key, its impossi- 
ble to steal the car using a duplicate key. 
The new electronic key also is standard on 
all C-Class and E-Class vehicles. 

For 1998 t an electronic brake-assist sys- 
tem will be standard on every Mercedes 
except the SLK roadster and the new 
ML320 sport-utility, which are slated to 
get the system in the 1999 model year. The 
system recognizes emergency braking 
when tin pedal is depressed quickly and 
reacts with iull-power brake force at split - 
second speed; Mercedes says this can stop 
a vehicle up to 45 percent faster than a car 
with* ml the system. 



Mercedes has also announced that trac- 
tion control will be standard on all passen- 
ger cars except the C230, on which it is op- 
lionak All Mercedes cars are rear-wheel 

drive- 
Rolls-Royce; Bentley 

While Rolls-Royce is testing its next gener- 
ation of curvier Rolls and Bentley models, 
expected in mode) year 1999, the Bentley 
Azure convertible ($339,900) adds appoint- 
ments to the "open tourer." as its British 
maker labels it. New are u motorised front 
seats with integral safety belts, to permit 
easy entry and exit for rear seat passen- 
gers " "new sports 17-inch alloy wheels 
with performance tyres * restyled front 
and rear bumpers, new sport seating front 
and rear, and a new laser-cut. stainless- 
steel grille. 

Volvo 

A stylish new (bur-passenger (70 coupe 
($38,995), a two-door hardtop, will go on 
sale before December, The curvy vehicle 
has a 2.3-liter, five-cylinder turbo engine 
that produces 240 horsepower. It's avail- 
able with manual or automatic transmis- 
sion. A convertible version is expected to be 
in showrooms next summer, 

$25,000 TO $35,000 

Acura 

The CL series of two-door, four-passenger 
luxury sports coupes I $25,545 for the base 
3.0CL for 1997 » gets a more powerful 2.3- 
liter engine with 150 horsepower. Other 
new standard features include a Homelink 
system to operate a garage door and lights, 
an immobilizer system that prevents hot- 
wiring* steering-wheel-mounted audio con- 
trols, alloy wheels, and a redesigned front 
grille. 

The four-door TL (for touring luxury), a 
four-passenger luxury/performance sedan, 
moves to the Honda Accord platform and 
focuses on value by dropping the premium 
model and adding features. The sporty 
2.5TL ($28,885 for 1997) adds standard 
luxuries such as a power moonroof, a 
leather-trimmed interior, keyless entry, 
and heated front seats. On the more up- 
scale 3.2TL ($33,385 for 1997), heated 
from seals and mirrors become standard. 

Audi 

A Lola I redesign, including an arched roof 
line, gives the A6 four-door sedan ($33,750) 
more passenger and trunk space, a longer 
wheelbase, and more safety, comfort, and 
entertainment features as standard. A 
wagon version will arrive in 1998. The AGs 
2.8-liter, 30- valve V-6 engine pairs with a 
five-speed automatic transmission. It can 
be ordered with Audi's popular all-wheel- 
drive quattrn system or with front-wheel 



drive. Buyers can choose from three inte- 
rior packages. 

An A4 Avant station wagon < $30,465) 
joins the Audi lineup. It has a six-cylinder, 
2,8-liter, 30-valve engine in both the quat- 
tro and front-wheel-drive versions. 

BMW 

All BMWs are Kmip^'d with sophisticated 
air bags that recognize whether the passen- 
ger seat is occupied; if its not, the passen- 
ger-side air bag is not deployed in a colli- 
sion, which can save repair costs. Side air 
bags are available on all 3-Series sedans. 

For 1998, most 3-Series vehicles offer 
new premium packages with amenities 
such as sunroofs, keyless entry, and 
leather upholstery, (Prices for the 3-Seriea 
vehicles, except roadsters, range from 
$21,960 for the 318ti to $42,070 for the 
328is convertible J 

A new 3-Series vehicle will go on sale in 
mid-1998. Replacing the four-cylinder 318 
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will be a six-cylinder 323 and a 323i con- 
vertible. 

Buick 

The top-of-the-line Park Avenue and Park 
Avenue Ultra ($29,995 and $34,995, re- 
spectively f add new standard equipment, 
including a cut-through opening from the 
trunk to the rear seat for transporting long 
items. Many features that are optional on 
the Park Avenue are standard on the 
Ultra. They include an outside rearview 
mirror that tilts down when the car is put 
in reverse, giving the driver a better view 
of a parking spot. 

Both the Park Avenue and the full-size 
Riviera coupe ($33,165) now offer as an op- 
tion the OnStar in-vehicle communica- 
tions system, which uses global-position- 
ing-system satellite technology. OnStar's 
hands-free, voice-activated cellular phone 
and satellite tracking link drivers to a com- 
munications center for emergency or navi- 
gation help. 

Cadillac 

The Catera f$30 t 635), a midsize, rear- 
wheel-drive, five-passenger car introduced 
as a 1997 model, adds convenience and 
safety features such as revised traction 
control for improved performance. For 
sunny days, there's an optional power sun- 
shade that unreels to cover the rear win- 
dow at the touch of a button. 

The optional Bose entertainment system 
adds an in-dash com pact -disc player and 
the radio data system that's available on 
the over-$35,000 Cadillac models. 



The OnStar in-vehicle communications 
system becomes available on Catera as a 
dealer-installed option. 

Chrysler 

The stylish Sebring convertible coupe 
($25,575 ) has been such a hit that 
Chrysler is adding a Limited version. The 
new model offers additional luxuries such 
as wood-grain interior trim; perforated, 
leather-trimmed seats; and a padded con- 
sole armrest. A 2,5-liter V-6 is substituted 
for the in-line, four-cylinder engine of the 
other Sebring models, the JX and the JXl 
Design changes have been made on the 
four-cylinder engine to allow for quicker 
engine break-in. 

Infiniti 

The 130 mid-luxury sedan ($29,395) adds 
standard enhancements such as front-seat 
side air bags, halogen headlights, taillights 
similar to those on the top-of-the-line Q45, 
a new rear finisher (the meta] around the 
taillights), and a center console with cup 
holders. For the I30t touring model 
( $31,995), new alloy wheels are standard. 
An outside temperature indicator and dual 
trip meters are interior additions. The J30 
is being phased out after 1997. 

Mazda 

The only change on the Millenia ($28,995) is 
a new logo, resembling an M with the wing- 
spread of a seagull forming its top. 

Mercedes-Benz 

The midsize C230 sedan ($30,450) will 
keep its 2.3-Uter, 148-horsepower, four- 
cylinder engine until model year 1999 T 
when it will get a 168-horsepower V-6. 

Mitsubishi 

After a complete remake in the 1997 model 
year, the five-passenger, four-door Dia- 
mante sedan ($27,650) adds anti-lock 
brakes as standard on lxrth its ES and up- 
graded LS models. A new center console has 
a total of six cup holders front and rear 

Nissan 

A deluxe seating package is added as an 
option on the perfoniianee-oriented SK 
($23,499) and luxury GLE ($26,899) mod- 
els of the Maxima four-door sedan. The 
package, designed for cold climates, in- 
cludes heated seats and mirrors, a heavy- 
duty battery, and an indicator that warns 
when the window-washer fluid is low, It 
also has front side air bag*. 

Oldsmobile 

The five-passenger LSS ($28,700), which 
Olds calls a "full-size performance sedan," 
has a new electronically controlled auto- 
matic transmission that delivers consis- 
tently smooth shifts. 
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Buyers can choose between a 205-horse- 
power 3800 V-6 engine with normal air in* 
take or a 240-horsepower, supercharged 
version of the same engine. 

Poniiac 

The Bonneville SSE five-passenger, four- 
door sedan ($29,995) adds standard fea- 
tures including a customized eight- 
speaker Bose sound system. A head-up 
display projects vehicle speed, turn-signal 
indicators, and other information onto the 
windshield so drivers can keep their eyes 
on the road. An electronic four-speed auu> 
matic transmission with high torque ca- 
pacity becomes standard. 

A 240-horsepower, supercharged V-6 is 
available with the SSEi special package, 

Saab 

A limited edition of the 900 S coupe 
I $24,500 ), a three-door hatchback, gets a 2- 
liter turbo engine in place of its 2.3-liter 
engine with normal air intake. 

Only about 1.300 Saab 9000s will be im- 
ported by U.S. dealers in 1998, and only 
one model— the 9000 CSE turbo ($38,580). 
That model is to be replaced next spring by 
the Saab 9-5 t a five-passenger luxury-sport 
sedan. 

The 9-5, Saab's biggest car yet, will be 
powered by a standard 2.3-liter, four-cylin- 
der, lightly turbocharged engine that re- 
duces fuel consumption by about 5 per- 
cent, During the first half of 1998, the 
worlds first asymmetric turbo 3-liter V-6' 
engine, producing 200 horsepower, will be- 
come an option. Its single turbocharger 
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provides an extra power boost to each 
bank of three cylinders, making the engine 
more economical to manufacture than an 
engine with the traditional two-turbo 
arrangement. 

The 9-5 will have two-stage air bags that 
inflate at different rates for belted or un- 
belted occupants. They will inflate with 25 
percent less force for belted occupants. 

Other innovations include the auto in- 
dustry's first ventilated front seats, six high- 
pressure-jet windshield-washer nozzles, 
and an automatic audio-volume control 
that compensates for background noise. 

In the safety area, the 9-5 will feature 
the worlds first whiplash-reducing active 
head-restraint system, designed to limil 



head movement during rear-end collisions. 
It moves a pressure plate up and forward 
to meet the head before whiplash starts. 

The price range for the 9-5 is expected to 
Iw *: 12X101) to $40,000. 

Toyota 

Front-seat side air bags have been added 
to the AvaJon, a five- or six-passenger, four- 
door sedan ($24,698). New multiple-reflec- 
tor headlights add style to the revised 
grille, and a wider trunk lid is designed for 
easier loading and unloading. Leather- 
trimmed seats with memory to store heat 
preferences for multiple drivers are a new 
option on the Avalon XLS. 

Volvo 

The former 850 sedans and wagons are now 
the 70 series and are restyled and improved 
inside and out, In June, the rear-wheel* 
drive 940 and 960 models will become the 
90 series ($34,300 for the S90, $35,850 for 
theV90). 

The new S70 four-door sedan ($26,985) 
has more-rounded styling with a sloping, V- 
shaped hood, but it retains its distinctive 
rear section. Its suspension has been re- 
fined for improved handling. The base en- 
gine for the S70 and the V70 wagon 
($28,285) is a 168-horsepower five-cylinder. 



The S70 GLT and V70 GLT models 
($32,440 and $33,740, respectively ) have a 
high-torque, five-cylinder engine with 190 
horsepower. 

The V70AWD (all-wheel drive) wagon 
($34.4201 operates like a front- wheel-drive 
car under normal conditions. But on slip- 
pery roads it provides maximum gnp by 
transferring up to 9o percent of power to t he 
rear wheels. 

The V70 XC < cross-country) AWD 
($36,170) has a 190-horscpoweT\ low -pres- 
sure turbo engine. The car s larger rear axle 
adds to performance in slippery conditions. 
It has a roof rack and greater ground clear* 
ance than the V70AWD. m 
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y overwhelming margins, respondents 
to a Xatintis Hitxinp&s poll said that 
'federal fuel-tax receipts should be spent 
to build and repair highways and bridges, 
not to reduce the federal budget deficit. 

In the Where I Stand poll in the 
September issue, five of every six respon- 
dents said they favored spending the $24 
billion surplus in the federal highway 
trust fund on roadways. 

The surplus in the highway trust fund, 
like the current surplus in the Social 
Security trust fund, is used to help bal- 
ance the overall federal budget and to 
mask the true size of the deficit. 

In the poll, most readers also expressed 
opposition to the law that allowed some 
federal fuel-tax receipts to go directly to 



budget balancing rather than to the high- 
way trust fund, The 1993 provision that 
earmarked 4.3 cents per gallon for gener- 
al revenues was repealed in the balanced- 
budget accord this past summer, and the 
4.3 cents now goes to the highway trust 
fund. 

Kifty-live percent of the respondents 
said they would not favor a higher fuel 
tax even if the additional revenues were 
spent on highway projects. 

Most respondents also said that state 
and local officials should have more flexi- 
bility in deciding how to spend federal 
transportation funds, and most reported 
that the condition of major highways and 
bridges in their region was fair at best. 

Here are the complete results: 




Questions And Answers 



What is the general condition of major highways and bridges in your region? 

Excellent or good 18% 

Fair . 

Marginal or poor 



Should the federal highway program be streamlined to give state and local 
officials more flexibility in spending U.S. transportation funds? 

Yes M ,,. Vf „, r ,; t *,>^W.;i ^.^.^ . 

NO 



Do you favor spending the accumulated trust-fund surplus of about $24 billion 
on highway and bridge construction and repair? 




Yes 
No 



84% 
16 



Do you favor the law that designates some federal fuel tax receipts to help 
balance the federal budget? 

Yes „,.,,;vi,^. i ....M„ ^.,*.*,.,**.,..v. ^••, i ,.,gj^^v . . 

NO .viw^WiU 



Would you favor higher motor-vehicle fuel taxes if the additional money were 
dedicated to highway projects? 

Yes .^^.^-.^ < 

NO ..^VM^vi 
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The strike this year by the Teamsters union against 
United Parcel Service was the biggest action by 
organized labor in years, involving 185,000 workers. 
These questions seek your views on labor-union issues. 

Results of this poll will be published in the January 
issue of Nation's Ihtsntvss and will be forwarded to 
i administration officials and congressional leaders, 
k Send the attached, postage-paid Reader* Response 
Card. Or circle vour answers and fax this page to 
1202)463-5636. 



How did the recent 
Teamsters union 
strike against United 
Parcel Service 
atlect your 
company? 

1 . improved 
business 

2. Hurt business 

3. No impact 



2 



strike and stePP e0 w , ■ rease 
industry? 



1. Ves 

2. No 



3 



Do you expect your 
company to be adversely 
affected by a strike at 
another company in the 
next year? 




4 



Do you expect an effort to 
u £«yourempl oyees 
within the next year? 




Could your company 
survive a walkout by its 
employees? 

1. Yes 

2. No 

3. Unsure 



9 



issues is ot greater 
your employees? 



1 Wages and benefits 

2. job security 

3. Working conditions 



Send Your Response Today! 
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Btf Michael Barrier 



When You're Hot, 
You're Hot— Or Not? 



I had just spent a couple of 
hours visiting with Carl Nelson 
at Caribbean Food Products in 
Jacksonville Beach, Fla.. when I 
sat down for lunch at a lovely 
place overlooking the Atlantic. I 
asked the server if she 
had any of Caribbean s 
signature product, 
Trinidad pepper sauce, 
and indeed she did. 

"That's the best hot 
sauced she said as she 
brought it to my 
table, *My girlfriend 
carries it in her 
purse* 

I couldn't help but 
wonder if the server s 
friend carries the 
sauce to apply to food 
or maybe as a 
weapon, like pepper 
spray or Mace. That's because 
tiie principal ingredient in the 
Trinidad line, the ever-so-intim- 
idating habanero pepper, is the 
hottest little son of a gun you're 
ever likely to eat | about 40 
times hotter than a jalapeno 
pepper, Nelson says I 

1 had an intimate encounter 
with a habanero once at a 
dimly lit Washington reception; 
I mistook it for an innocent pep- 
peroncini and scarfed it down in 
one bite. Within seconds, I 
knew \ had eaten a habanero 
instead— and suddenly realized 
that "habanera" must be Span- 
Lsh fur 'premature death." 

Treated with the respect it 
deserves, though, the habanero 
is a delicious companion, and 
never more so, in my experi- 
ence, than in the 
TVinidad sauces, 
which come 
in mild, 
hoU 



and extra-hot versions. 

"Our product is good on pizza, 
its good on eggs, chicken, beef, 
pork, anything that you eat," 




says Nel- 
son, exagger 
ating only a 
little if at all. 
Tt enhances the 
flavors 10 times. If 
you've got a spaghetti 
sauce and you can't figure 
out what's wrong with it, just 
pour half a bottle of this 
[Trinidad mild) in there, and itll 
fixit" 

The "Trinidad* name has 
I been earned legitimately; the 
peppers and spices that are the 
basis of the sauce actually come 
from Trinidad (Caribbean Food 
Products claims to be the 
United States' largest importer 
of habaneros). 

It all started when Nelson's 
mother, Marie Permenter, left 
Jacksonville to become part 
owner of a gold mine in the 
South American country of 
Suriname. That was more 
than 30 years ago. when 




bee 
j fees 
I 

t 



Nelson was in the fourth grade; 
he and his two sisters stayed 
behind with their father 

Nelson s mother eventually 
wound up in Trinidad, where 
she now owns 22 Royal Castle 
chicken restaurants. She origi- 
nated the sauce— which in 
addition to the habanero con- 
tains thyme, basil, ginger, gar- 
lic, sweet peppers, and celery— 
as a marinade for chicken. 

After visiting Permenter over 
the years. Nelson's sister Mary 
Jane Barnes and her husband, 
Bob, decided to go into business 
selling her sauce. That was in 
1990. Nelson, who had been 
running a silk-screen-printing 
plant in the Miami area, joined 
them a few weeks later. He 
handles sales, Bob Barnes han- 
dles production, and Mary Jane 
Barnes manages the business. 
Permenter— who is now 79 — 
sends them 55-gallon drums of 
herbs and spices from Trinidad 
to use in the sauce. 

In the early days, *we would 
make it at night," Nelson 
recalls— Bob Barnes still had a 
day job— "and Yd put 25 cases 
in the hack of my Honda and 
go out and not come back until 
Fd sold them. Id go to restau- 
rants and health-food stores 
and fruit markets, wherever I 
thought I could sell the bottles* 
Being a small specialty-food 
manufacturer is, alas, a busi- 
ness in which you can cjet 
burned. Says Nelson. "We didn'l 
know what we were getting into 
when we started." 

Maneuvering your products 
onto grocery-store shelves is 
t lie toughest— and most 
expensive — part, largely 
because of slotting fees. Those 
fees are, essentially, the rent 
that many grocery chains 
charge for space on 
their shelves until a 
product has proven 
itself. Thousands of dollars 
can be spent on slotting fees 



to get into perhaps 125 stores. 

Everything about the grocery 
industry— slotting fees, distrib- 
ution, you name it — is geared to 
bigness, which means that a 
small company such as 
Caribbean has to climb its way 
to profitability slowly and 
painfully. Nelson thinks that 
Caribbean, an S corporation, 
will finally get there this year, 
after seven years. 

In effect, he and the Barneses 
are making an end rem around 
the grocery chains (although 
the Trinidad sauces are in a 
few, in the Southeast ). They're 
selling to gourmet stores and to 
restaurants, Nelson says — as 
much as "$80,G00 in gallon 
business* the past two years, for 
example, with the trendy 
Planet Hollywood eateries in 
various cities. 

They're co-packing i manufac- 
turing other companies* food 
products for them in their tiny 
plant), and they're private- 
labeling, so that, for instance, a 
Syracuse, N.Y., barbecue 
restaurant is selling a Trinidad 
sauce under its own brand 

Tor us. learning the hard 
way has been the only way," 
Nelson says. But they've made 
only small mistakes, he says, 
because they haven't had 
enough money to make any big 
ones — which suggests there is 
something to be said for being 
undercapitalized after all. 

There's one more thing about 
Caribbean that's kind of reas- 
suring Here's m company that 
deals in hot peppers; it even has 
some habaneros growing beside 
its building. You d think Nelson 
would be one of those guys who 
eats a handful of habaneros 
before breakfast, washing them 
down, maybe, with a swig of the 
rawest tequila. Not so. 

"It depends on your mouth," 
Nelson says of sensitivity to hoi 
peppers. "Mo, 1 think they're 
all hot. I can't touch 'em** Mt 
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Computer Crime 

The era of 
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grow your business. 
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Family Business 



Keeping the conversation going; deciding if it's time to 
chart a new career. 



PLANNING 



Do-lt-Yourself Family Meetings 



By Sharon P. Krone and John L. Ward 

Family-business experts continually 
tell business owners, *You should 
hold family meetings." We think 
that's great advice. But those experts 
also seem to be saying, *T)on't try it on your 
own." That's where we disagree. 

We believe that families van have 
successful meetings on their own, es- 
pecially if a family member has been 
trained to facilitate family meetings. 

The cost and sometimes unpre- 
dictable quality of outside facilitators 
may discourage business-owning fami- 
lies from having family meetings. They 
may find the do-it-yourself approach to 
be more comfortable. 

Family meetings improve the 
chances that the business can continue 
into the next generation. We are talk- 
ing about regular gatherings one to 
four times a year involving multiple 
generations — including children and 
spouses— who come to learn, discuss, 
dream, and plan as a family 

While the family's business is often 
an important topic at these meetings, 
any family-related subject is appropri- 
ate. Thus, the entire family, regardless 
of ownership or employment in the 
business, is urged to participate. 

Agenda topics can include family 
mission statements, philanthropic or 
community activities, next-genera- 
tion leadership, individual recogni- 
tion, family policies, education, es- 
tate planning, family history, family 
fun, and many other matters. 

Family involvement and participation 
contribute to the real goals of family 
meetings — greater cohesion, communica- 
tion, and planning. A recent two-day fum- 
ily meeting we attended included not only 
discussion of the family's business and 
the business leader's succession plan but 
also talk about improvements to the fam- 
ily's vacation retreat, a presentation on 
estate planning, selection of those respon- 
sible for planning and implementing the 
next meeting, and a bass fishing contest! 
Facilitating one's own family meeting 



can seem daunting because of the po- 
tential emotional intensity of family 
discussions. To be effective, a family 
member acting as a facilitator must 
overcome emotional barriers, dispel 



4» 




longtime family stereotypes, and curtail 
long-standing conflicts among family 
members. AH are tough to do. 

"Sometimes it's hard to forget that your 
little brother Tommy broke your favorite 
toy truck when you were 5 years old,* says 
a second -generation executive of a $20 mil- 
lion-a-year textile company. Adds another 
family member: "We can count on Trent 
and Tommy disagreeing about something 
at every meeting. That used to upset Mom, 
hut weve learned to deal with that dy- 
namic more constructively now." 



We have heard several objections to 
using family members as meeting facilita- 
tors: the concerns include inadequate 
training, lack of inherent qualities neces- 
sary to facilitate complex family meetings, 
and the difficulty of remaining objective. 

Sometimes family members perceive 
these meetings as a waste of time or as 
a project initiated by family members 
with heavy personal agendas. Most of 
all, families want impartial facili- 
tators. 

We have found that a family is 
more likely to trust one of its own 
when it has a voice in choosing a fa- 
cilitator and when safeguards pre* 
s ent favoring personal agendas. 

We urge you to try a family meet- 
ing, and we offer these tips to in- 
crease your probability of success: 

Have co-facilitators. Elect at 
least two family members to facilitate 
the meeting. Co-facilitators provide 
checks and balances. If one wants to 
express strong opinions about a topic 
under discussion, the other facilitator 
leads that portion of the meeting. 

Involve others* Having multiple 
family members involved in planning 
and running the meeting prevents 
the impression that any one person 
dominates the show, and it gives 
those not employed in the business a 
I chance for leadership. Delegating re- 
sponsibilities — such as keeping 
notes, tracking time, handling flip 
charts, typing minutes, chairing 
committees, and preparing hand- 
outs — will likely gain greater partici- 
pation and support lor the process. 
It also frees the facilitator to concentrate 
on the crucial job of maintaining focus and 
momentum. 

Provid*? for training. Great facility 
Lor*s are goal-oriented, charismatic, flexi- 
ble, professional, diplomatic, sensitive, in- 
tuitive, and patient. Many families have 
t members who have demonstrated such 
skills in civic, church, school, or other 
groups. While some family meml)ers. he- 
cause of their personalities, may be better 
qualified than others to he family- meeting 
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facilitators, they should enhance those I 
skills through training— oft cm available al 
local universities — in communication, con- i 
flict resolution, active listening, decision ' 
making, and group management. 
Experience in facilitating other groups can 
be helpful 



Know yourself— and 
your limits. Reflect on 
how you work and commu- 
nicate. Recognize your 
strengths and weakne^N >s. 
When you participate in 
family meetings, you will 
find that understanding 
your personality style and 
how it affects your re- 
sponses will give you 
greater appreciation for 
family members' different 
styles. 

Similarly, family-mem- 
ber facilitators should un- 
derstand where their com- 
petencies end and when 
professional intervention 
is necessary. Signs that 
professional help may be 
needed include intense conflict, sociopathic 
behavior, communication breakdowns t bat 
threaten the ability to continue the meet- 
ing, and domination by one person or a 
small group 

Minimize surprise. Family members 
want to feel safe as they approach the 
family meeting. Memos, reading materi- 
als, updates, and meeting agendas sent 
out far in advance are crucial for helping 
everyone feel prepared. We also recom- 
mend that facilitators invito suggestion*, 
contribution*, and feedback before final- 
izing the agenda. 

Set the rules first A priority item on 
the first meetings agenda should 1*? estab- 
lishing group rules that will provide the 



safety and reinforcement necessary for 
family members to interact. Here are some 
examples of ground rules we have seen: 
Each person speaks for himself or herself 
No cell phones or pagers are allowed. 
There can be only "one meeting" — no side 
conversations. Participants must be men- 
tally and emotionally present. Latecomers 
are "fined" <25 cents a 
minute, for example). 



MARK YOUR / 
CALENDAR «T 



Take it slowly— 
with meeting length 
and content. Give 
the agenda sub- 
stance but avoid 
overload; one or 
two heavy topics 
are enough in the 
early going. 



Have fun. Family meet- 
ings work best when they 
incorporate opportunities 
for family fun. Fond mem- 
ories and jokes evolve 
alongside serious discus- 
sions and help lighten the 
mood during the meeting 
Some families build in pre- 
sentations by members of 
the younger generation. 
Some create a commercial 
for the business or make T- 
shirts with original slo- 
gans. Skits and talent 
shows are popular. Projects 
and activities can be high- 
lights of the meeting. 
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Pay attention to details. logistical el- 
ements can make or break a meeting. 
People are naturally more willing to stl in 
a room and talk to one another if the chairs 
are comfortable, the coffee is hot, and the 
breaks are ample. 

Are telephone banks and restrooms 
nearby? Who's watching the children dur- 
ing the meeting? Will snacks be available 
between meals? 

Some families assign a hospitality com- 
mittee to ensure everyone's comfort 

Take your time. Take it slowly— with 
meeting length and content. Give the 
: i gen da substance but avoid overload; one 
or two heavy topics are enough in the early 
going. Some families begin with a three- 
hour meeting to set ground rules and to 
plan the agenda and arrangements for the 
next meeting. Later, families may choose 
to move to a half-day or full -day format or 
even a weekend ret rent. 

Fainib meetings are then own re- 
ward. In the early stages, the pivc&s* 
of meeting — communication, shar- 
ing, building trust and openness, re- 
solving conflicts— is much more important 
than tangible outcomes 

Well-facilitated meetings help families 
find the strength la deal with the chal- 
lenges that come with owning and manag- 
ing their businesses, ■ 

Tin Famihj Ihf.snass (axe Sttnltf ap- 
pears m* pfu/i ; 



Nov. 6, Weston. Mass. 



"Pillnv. iMk Mir- Kdge.™ a program that 
looks at what happens when a spouses 
role in the 6rm goes beyond support is an 
offering of the Northeastern University 
Tenter for Familv Business. Call Paul i. 
Karofsky; (617) 320-8015. 



Nov. 8-10, Dallas 



Effective Representation of Family-Held 
Enterprises" is an annual seminar of 
Attorneys for Family-Held Enterprises. 
For information, call the organization at 
(20D48&-932& 



Nov 1 1 , St Lours 



"Effective Leadership in Emotional 
Systems: Families and Family Businesses** 
is a session sponsored by the Family 
Business Forum of Southern Illinois 
University at Edwardsville. Tb be repeated 
Nov. 12 in Bloomington, BL Call Rich 
Lam ma; 1-800-692-4333. 



Nov, 11, Northampton, Mass. 



"Fathers and Son:-. Mothers and 
Daughters: Taking It Personally" features 
psychotherapist Edward Monte, Call Ira 
Bryck at the University of Massachusetts 
Familv Business Center; MUii 545-1537. 



Nov. 11, Elmhurst. III. 



"Passing the Torch : Addressing Ownersh i p 
and Business Succession Issues" is a sem- 
inar of the Midwest Association of Familv 
Business Owners. Call (630) 495-8900. 



Nov 12, Baltimore 



"Valuing and Selling a Business" is n 
morning session offered by the Lovola 
I Center for Closely Held Firms. Call (410) 
617-2691. 



Nov. 18. Bedford, N.H. 



"Planning for Short- and Long-Term 
Growth" is a program of the University of 
New Hampshire Center for Family 
Business. Call Barbara V. Draper; <B0H> 
862-1107. 



Nov. 19, Cambridge, Mast 



"Family Busmes> Conflicts" is aimed at 
professionals who work with business fam- 
ilies. Call the Cambridge Center for 
Creative Enterprise; '617) 576-5700. 



Nov. 20. Philadelphia 



^Building Thriving Sibling Partnerships" 
is a breakfast seminar of the Delaware 
Valley Family Business Center. Call 
Henry Undes; 1 -800-296-3832; 
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Case Study: Drawn To A Different Dream 



Jason always wondered what life would be 
like w i t hou t a family business. Now, at age 
50, maybe its time to find out. His love of 
horses and horse racing has always been 
intense, while his position as owner and 
general manager of the family's clothing 
store, Bums & Son Clothiers, just doesn't 
cut it anymore. 

Founded 45 years ago by Jason's parents, 
the company is now in severe jeopardy, with 
its niche in upper-end children's wear being 
filled increasingly by designer boutiques in 
large department stores. 

Jason was raised in a warm and loving 
household, and his parents had silently 

Response 1 

Avoid Desperation 



Jason has come to a crossroads in his life, 
one that he has avoided for 25 years. He is 
unhappy, restless, and resentful about the 
way things have turned out. He feels it's his 
turn— not an unusual dilemma for someone 
at midlife who felt pressured into joining a 
family business he never truly enjoyed. 

The midlife crisis occurs when people, 
usually between the ages of 45 and 55, take 
stock of their lives and find that they still 
have iinfulfilled dreams in a life that con- 
tains too much emptiness or boredom. 

Sometimes a sense of 
v panic sets in, creating 
V - urgency that can lead to ill-conceived or 
1 I desperate solutions. Jason needs to think 

■5 ^ fBB through his options and weigh his obligations 
mt carefully He should not act impulsively. 

W' \ Jason has three choices: stay in the busi- 

.^^M ness, sell the business, or develop a compro- 
k mise plan that will enable him to do more of 

^BBB what he likes while honoring his family re- 
sponsibilities. Each option involves trade-offs 
in which he will satisfy some people and dis- 
appoint others. He should avoid thinking in 
black-and-white, either/or terms. 

As Jason considers the alternatives, he 
should try to be creative. Can he leverage his 
clothing expertise into another area 
who ride need special 
clothes, as do people 
who work with horses. 
Even the horses may 
need special clothes! 
Perhaps Jason 
could open a store catering to the horse- 
racing crowd and hire a manager to han- 
dle the day-to-day affairs in his parents' 
store. It would be more work for him in the 
short run, but he would not have to jetti- 
son everything he's worked for as he ex* 



counted on their only child to be their suc- 
cessor in the store. But when he completed 
business school and was about to start a 
career outside the family firm, the mes- 
sage from Mom came through loud and 
clear: Tour father needs your help," Jason 
was beckoned to fulfill his obligation. How 
could he refuse? 

Now, some 25 years later— with aging 
parents still working part time in the busi- 
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plores new ways to fulfill his dreams. 



This series present* actual family-business 
dilemmas* commented on by members of 
the Family Firm Institute and edited by 
Paul I. Karofsky, executive director of the 
Northeastern University Center for Family 
Business in Dedham, Mass. Identities are 
changed to protect family privacy. The au- 
thors' opinions do not necessarily reflect the 
view* of the institute. Copyright © by the 
Family Firm Institute, Brookline, Mass. 



ness, with grown children shewing no inter- 
est in the company and just starting their 
own careers, and with a supportive 
wife— Jason is restless. His job, though fi- 
nancially rewarding, lacks challenge. He 
built Burns & Son to its potential, and he 
has modest savings, but he yearns for the 
excitement of the track as a second career — 
in management, perhaps, or as a breeder — 
though his income likely would decline. 

Jason wonders how to follow his own str- 
and manage his lingering responsibility to 
his parents, who plan to retire soon, and Ins 
obligation to provide financial security for 
his wile and children. 

Response 2 

Two Options 



Jason's dilemma -to k- a caring son by 
staying with the declining family business 
or to be self-centered and pursue his own, 
independent career— must be tearing him 
apart. Is there a way he can be a loving son 
and still follow the path to independence? 

To fulfill his dream, Jason has to leave 
Burns & Son Clothiers. But mast the busi- 
ness close because he leaves? I see two op- 
tions. It is difficult to sell a retail business 
that is no longer growing because of new 
competition, but it might be possible. There 
still is positive cash 
flow, and there might 
be a buyer who is interested. Negotiations 
should include a requirement that the new 
owner continue to employ Jason's mother and 
father for a limited work schedule, which they 
need for their continued well-being. 

A second path is for Jason to leave the busi- 
ness and, ideally* assign management re- 
sponsibilities to a longtime key employee. But 
it may be necessary to hire an outsider. With 
the business still in the family Jason's par- 
ents would not face an abrupt lifestyle change 
while Jason pursued his dream. 

To be certain that the second plan works, 
Jason would have to monitor the company 
and keep its cash flow positive even though 
the firm is in a state of 
decline. He must 
know when to pull the 
plug — close the doors 
and sell inventory — to 
preserve as much of the invested capital as 
possible. 

In either case, Jason should end up ful- 
filled personally while feeling good as a 
caring son. Either choice permits his par- 
tuts to continue their work and receive in- 
come as long as they are willing and able 
ami the store is operating. 
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Nation's Business Classified Ads 



CLASSIFIED RATES AMD INFORMATION 



To place a classified ad CALL TOLL FREE. 
800-424-6746 (in Washington, DC call 463- 
5640} Fax: 202-463-3102 



ADVERTISING SPECIALTIES 



ADVERTISING SPECIALTIES ■ A boom industry! And one 
that can make you £20,000. $30,000: even £50.000 - up from 
your own sales to business community, plus $1,000 * up 
monthly In overrides! Top commissions advanced daily by 
direct deposit. No collections, no inventory, no deliveries, no 
business investment A risMree opponunrry, M or part-tune 
Toll free phone support Beginners ask for free information 
packet Experienced heavy-hitters currently engaged 
specifically m this industry send otaurnerrtaton of sales vol- 
ume and ask for special accelerated upscale otter Our cre- 
dentials, t03 years cortlnuous operation, lop D & B rating 
For instarn action, phone Gregg Emmer. Kurt Kaeser, Fred 
AJorecnt (800) 6420790, or write: Kaeser & Blair, Inc., Dept 
N-1 17. 4236 Gnssom Drive Batavra OH 45103-1669 



APPAREL 



SUSPENDER WEARERS' 
FRUSTRATE: WITH CLIPS THAT ONSTANTLY SLfP OFF 
YOUR PANTS'? Our suspenders feature patented *nos*p clip* 
Money Back Guarantee, BrochuraOder 800-7004515 





IMAGEWEAR 


FREE LOGO, FREE EMBROIDERY 


Classic Denim Shirts as Low As... $22 ,Lh 
— ^ Free Catalog 
Uaturcs: 
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W 670-3050 
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AUTHORS 



NEW AUTHORS 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED 

Fiction, Btoflrophy. Relrgtous, Podry, Children's, 

AUTHORS WORLDWIDE INVITED. 

WHJTf Ot SWO YOUR MANUVZIBPT TO 

MINERVA PRESS 

J OtO WtOMPTON tOAD, LONDON SW t IpQ tWGLAMD 



BOOKS/PUBLICATIONS 



MANUSCRIPTS WANTED. ALL TYPES, 
Publisher with 75-year tradFtan "Authors Guide to Subsidy 
Pubtehtng; 1-80O69S«9599 



BUILDINGS 



STEEL BUILDINGS: From HERITAGE delivered to your 
pbsrfe ready to boll together 5000 sizes budd it yoursett 
and SAVE Call with your building size. 1-800-643-5555, 
Heritage Building Systems, POB 470, N Little Rock AR 
7211S047Q. 

FACTORY DIRECT. TOP QUALITY. STEEL BUILDINGS & 
SAVE COMMERCIAL. FARM ETC. EASY CONSTRUC- 
TION, COMPUTER DESIGNED, GUARANTEED. FOR 
QUOTE - 1-800-494-2323 



BUSINESS FINANCING 



THE CAPITAL NETWORK introduces investors 1o serious 
emerging growth companies For more information CALL 
512-305-0826 

CASH FOR INVOICES Accounts Receivable Financing to 
$2,000,000. Direct tender with offices nationwide AeroFund 
Financial Approvals by phone. 1«a0O-747-4AF|(4234) 

ACCOUNTS RECEIVABLE MANAGEMENT Accounts 
receivable finanang. Outsource credit department NatonaJ 
Factoring Services 1-600-253^700 hop jrVww tactors.net 

FREE CASH GRANTS' Business Start-Up$£xpansion. 
Personal, Medical, Education. More I Details 
GrantSearch POB 680663. N611 San Diego CA 9216a 

EXPORT FINANCING ALTERNATIVES, Equipment Loans 
Cross-Border Leasing, Project Finance & Export Credit 
insurance Latin America. Pacific R<m, Mexico & other 
emerging foreign markets call Adirondack Leasing 0 80O* 
678-7342 



BUSINESS OPPORTUNITIES 



RB.OCATABLE BUSINESSES 
Acquire estabfeshed. ongoing businesses you can relocate 
to your area Mall order, publishing . distribution, light manul., 
other movable businesses tor sale For a tree sample report 
write the Relocatable Business newsletter, PO Box 220514, 
Great Neck, NY 1 1022-0214 or can 1^0044^8567 

CONSULTANTS Conduct popular prdessxinai seminars Natl 
QuaJifcasion Trairwng Free Into. Carlson Learnrigj^rfcrrnax 
Field Mgr. Iris Randall 1-800-9^9140 NYC 

$100,000 SEUJNG BOOKS BY MAIL 
FREE CATALOG 
WE DROP SHIP 1-800-550-9979 OR 714^63^4658 

CASH' 

Holding a mortgage on property you solcP 
Sell for CASH! Nationwide 1-800-862-2744 



LET THE GOVERNMENT FINANCE your smalt business 
Grants/loans to $800.000 00 Free recorded message: 
707-449-8800 (HS2) 

EARN $5 000 PLUS MONTHLY 
as a Cerirfied Disability Consultant Advance pay free trav* 
el and more, Free infa:3Q3- 766-1 T 1 1 

PATENTED Mufti-$iai>on Weight Traming System For Home 
Gym Market Available tor License&ate For info call 970- 
407-0560 or Fax 97Q4Q7-Q561 

AMERICA'S FOREMOST MILLIONAIRE -MAKER REVEALS, 
The easiest, lumesi. salest. most rewarding business I've 
ever run,* FREE recorded messaQe. 1 -686-573-620 V 

MAKE MONEY WITH A FAX 
Starting income $4.5QQVrno sending laxes lo physicians 
from your home or office 800-777-2565 Ext N811 
http /Avww rnectefax.com 



BUSINESS OPPORTUNITIES 



DO YOtJ ENJOY YOUR LIFE 7 1 EARN $30,000+ PER MO 
touching people to be successful and enjoy fife It you want 
t o do the same, call (714) 726-5064 24hr. msg. FT/FT 

AFTER RESEARCHING HUNDREDS OF OPPORTUNITIES 
famous financial advisor Robert Allen shares FREE advice 
on starting The Ideal Home Business 1-80CM990179 

CAPITALIZE ON CRIME! Earn amazing profits on lull line ot 
c^meprwentjon products tnat sell like crazy' Free wholesale 
catalog 800-735-1797. POB 10154 #fsiB Yakima WA 



CAREER BURNOUT? HOME BASED HEALTH BUSINESS 
EARN SERIOUS RESIDUAL INCOME ON A PART TIME 
BASIS NO RISK. NO REJECTION. FREE RECORDED 
INFORMATION 1 800-925-2494 

MONEY MAKING MACHINE! Curbmate machine msialb 
beautiful concrete lawn edging Customers love (his new 
product Amazrng profits from this simple cash business 
801-262-7509 

#1 MONEY MAKER Spare Timef No selling! No inventory! 
Publicly oVxumented seven week $19,919 Income! Free 
audio cassette and Report reveal everything. Real Money, 
333-NBB7 $W 5fri Street. Gram Pass, OR 97526 

MEDICAL BILLING Start your own business. Process 
health insurance claims electronically No experience 
required Excellent income potential Investment $4995 
$8496 Financing available NCS 800Y207-371 1 exl 370 

MAKE YOUR DREAM COME TRUE EARN $75,000 YEARLY 
REPAIRING. NOT REPLACING. Small Qacks n Windshields. 
TOLL FREE 1-800-826-8523 (US/Canada) or write: GLASS 
MECHANIX. 4566 NW 103 Ave. Ft Lauderdale, FL 33351 

THOUSANDS OF BUSINESSES 
1997 Franchise Annual Directory includes over 4,000 list* 
ingsl Explains how to investigate Over 400 new listings' 
"When you buy a franchise you buy nsk-reducuon " $39 95 
inclusive Money Back Guarantee INFO FRANCHISE 
NEWS 728A Center SI., Lewiston, NY 14092 VtS/VMC. 
88&-80&-26G5 



BUSINESS SERVICES 



NATIONAL TELEVISION MARKETING 
Market your product or service on TV Affordable Turn-Key 
or Jam- Venture Options, 800-215-9987 



DIRECT RESPONSE SPOTS intomercials, Corporate & 
Music Videos from Script to Screen on Location Vtaridwtde 
Broadcast Quality $6900 COMPLETE 813-960-1332 

YOUR COMPANY LOGO IN BRASS 
impressive wall logos ot brass chrome or other cost eflec 
tlve finishes. Free estimates METAL LOGOS. INC 
e0frS464OGO(5646) FAX 402-339-231 1 

INCORPORATE YOUR BUSINESS - ANY STATE* Delaware 
incorporations instantly Professional service We mvHB 
comparison MCA/isa/Amex CorpArnenca inc.; 
866736-4300, 302-736-4300; Fax 302-736-5620 
http /Awww.cotparnenrjaccm 

Personal Checks 

only 29 95 + S&H 
1-800-239-4087 



$cilesDoctors Magazine 

The world's best ideas to boost 
your sales, delivered to your 
desk every Monday - FREES 
www.salesdoctors.com 
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BUY IT WHOLESALE 



GENERAL MERCHANDISE - 29.431 Products' All Types 
Lowes* Prices to Retail Mail Order & Rea Market Sellers 
Wrrte: Crestco-NB7B. 668 Main a Wrrnington, MA 01887 

Buy 39,457 PflOOUCTS, DIRECT from FACTOfllES in 
Taiwan. HKoog. Pnilippines. Mexicol,,. Save 500% - 900% I 
Echo, Box 739-NB1 17, Snaumar, FL 3257^0739 USA 



CALL CARDS/LONG DISTANCE 



9C mi LONG 0 NO FEES NATIONWIDE INTERSTATE 
Hot International Can Cards BIG USERS CALL. None 
Better/Proven Dependable Fiber Optic 800-564-4348 

LOWEST LONG DISTANCE RATES AVAILABLE ANY- 
WHERE Busines&Residentral Accts No contracts No 
rrunimums. Top nationwide earners Satisfaction 
Guaranteed 1-800-340-2390. 



CATALOGS 



THE MOST TRUSTED SOURCE FDR DA LI 



CARPET 



CARPtT-VINYL- HARDWOOD- HANDC.ARVED RUGS 
FREE PAD with 40 yd ™w purchase Mfll-Difect Lowest 
Prices. Warrantees Free Ouotes/Samptes 1 -€00*548-58 15 
Ext 7. Dalton, GA 

CARPET Save up to 50% & more on major brands We also 
manufactue our own beautiful styles For information & 
samples cafl 1-600-848-7747. Ext 45 Dalton Georgia 

ABC Floor Products-Carpet Rugs Vinyl Major brands 
Save 3060% For home, office or church. Shipped direct to 
your door. T-flOO-275<3B16. Exi 101 

CARPET VWVL WOOD. TOR 25 YEARS THE TOP BRANDS 
THE LOWEST PRICES CHURCH HOME OR OFFICE WEST 
CAPPET INDUSTRJES. DALTON. qa 8QO.247.3707. 



DALI 

from « 2800.00 
Cat! For Catalog 

1-800-999-DALI 

»• (110] 7981360 



SILVERS TATE FINE ART 



CREDIT CARD PROCESSING 



SUPERCHARGE YOUR SALES - ACCEPT CREDIT CARDS' 
Lowest rates. No monthly min imams. Unbeatable service. 
Cash in on those holiday shoppers by caHmg 
800961-2828 for FREE application worksheeL 



EDUCATION 



Ph.Ds$149, MA '6 S1 1975. BAs$89 75. 
FREE INFORMATION call 1-600-689-5 102 or 
hnpA\www.arnericancoriege com 

BARRINGTON UNIVERSITY-Atxredited, Affordable 
degrees Distance Learning. Bachelor, Master, Doctorate 
credit tor work & academic experience 800-5:33-3378 
www. Barringtan.edu 

PARALEGAL GRADED CURRICULUM Approved home study 
Wostafloraaole & comprehensive. 100 yrs. of legal training. FREE 
CATALOG 1-80OS26-922B SlACKSTONE SCHOOL OF LAW 
PO Box 7014^, DeptNB,Daaas, 1X75370 

EARN YOUR BACHaOftS. MASTERS WOR DOCTORAL 
degree by dstence leamng No residency required Southwest 
University 2200 veterans Blvd.. Kemer LA 70062 {BOO) 433- 
5923 Fax 50446&-3213 



EMPLOYEE BENEFIT PROGRAMS 



EMPLOYEE INCENTIVE PROGRAMS 
See Productivity Skyrocket. Profits Soar, Industry Proven! 
Complete Kit $199.95. 

1-868-393-325 www.incensotr.com 



EMPLOYMENT 



BUSINESS/FINANCIAL ANALYST to assist In developing, 
structuring & implementing 1ml strategies using knowl. d 
tax fin'! & investment strategies in reaJ estate industry. 
Arrange & analyze finl suitability of, & recruit, investors for 
projects Assess assets, Itab.s. cash How, tax status & 
objectives Negotiate mortgage ban terms & sales 
(requires FL mortgage brokers license). Prepare invest- 
ment pkgs., finl reports, statements, budgets & yield feasi- 
bilities 35hrs.. 512.5Q/hr 2 yrs Exp + Bach In Bus. 
Admin, with major m Finance reqd Submit resume to 
FDLES Bur OT Op.s.. 1320 Exec. Ctr Dr.. Ste 110. 
Tallahassee, FL 3239&0667 Re: Job Order#FL-i671 157. 
Job located m Boca Raton. FL 



EQUIPMENT FINANCING 



HARDIN EQUIP LEASING - LOW 9% & UP RATES 100% 
FINANCING/OWNERSHIP 0 LEASE END, APPS BY 
FAXGET GROWING W CALL 1*300-443-9604 MST 

PHONE-A-LEASE: $5K-$150,000 'No Fmancrats Requfred' 
(Bigger Leases, No ProWem!!) 4 Hour Approvals 
Computers * Phone Systems * voice Mai! ' Trucks * Cars ' 
Recycling Ept 1 Construction Equipment * Adirondack 
Leasing 800-678-7342 

EQUIPMENT LEASES up to $75,000, Applcaiion Onty, 
24hr approvals First Credit Corp Can Brian at 1 800-326- 
4188, Ext 3. FAX: 904-479-3891 We Welcome Your 



ADVERTISEMENT 



Mail Order Form To: 

Nation's Business 

Marketing Department 
1615 H Street. NW 
Washington, DC 21)062-2000 

I □ Yes! Send me Project KickStart 
for Windows for $99.85 + $7 a/h. 

! (GA, D.C. k MD residents arid impropriate sale* tax < 
< trwrr >>:<\-vW I ' S.A unil < flnadfi, 
add iv h per prndocL 

□ Check enclosed payable to 
Xntiou'x Fitisntrss 

\ Bill my: □ Visa □ MC □ Amex 



Card #: 



Exp. Date: 
Signature: 

Name: 



Company: 
Addi vss: 



City: 
State: 



Zip: 



Plan big and small projects 
in 30 minutes! 

Project 
KickStart™ 




fXVkStart 




/Zero's the fastest, easiest way to plan almost 
any project Whether you're launching a new 
product, starting a luisiness, otiranizintf an 
event, designing a Web site, or producing a 
company newsletter. Project KickStait will 
help you devise a strategy to get the results 
you want. This easy-to-use program helps 
even the novice user develop a clear overview 
1 4 the project and the steps needed to 
complete it succeaafiilly. 

Computer disk (Windows 3-1/2 for 386 PC or Wgher) 
ftnd 7ti jiajre reference guide. 



$99.95 



Order toll-free I -888-333 0358 
or fax I 202-463 -564/ 



it ion's llusinoss No\vmb< r UrirT 



FRANCHISE OPPORTUNITIES/SERVICES 



FRANCHISE YOUR BUSINESS 
With The* leading consulting firm in the country 
McGROW CONSULTING (800) 358-801 1 
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Franchise 

your business! 

Call for Information about "Franchla* Vour BuaJn***" 
aamlnart or informal ion on fran-cMitng, 

FfOllCOfP* l-^-^ANCMISE 

\ 1 -300-372*6244) w aJ 



HEALTH 




Explore all the options- 
For FREE Information call 
Theragenics Cancer 
Information Center, 

1-800458-4372 



INVENTIONS 



FOR NEW PRODUCT DEVELOPMENT assistant 
idea or concept call lor a tree informal ion pacta 
mg our services - 1-600-677-6382 



LEGAL SERVICES 



THADEMARK SEARCHES $150 Applied Reparation $3S0 
Located 30 minutes from US Patent & Trademark Office 
Attorney Jay Horowrtz (800) 304-6266 



LEGAL SERVICES 



PATENT & TRADEMARK ATTORNEY in Fort Collins CO 
pros/ides quality patent & trademark services for individuals 
& companies nationwide via mail at affordable Fixed 
fees.John Flanagan 970-407-056CVFax 970-407-0561 for 
Iree info about services. 



MAIL ORDER 



MILLIONAIRE Mailorder Expert Reveals Money-Making 
Secrets! Free exerting hour cassette MeJvan Powers 
12015 Sherman Rd No Hollywood. CA 91606 {818) 765- 
8618 hltp /Anww mpowers com, 



REAL ESTATE 



NOW THIS IS COLOIf Now is the time to own a pristine 
mountain property, with evergreen forest, mountain mead- 
ows, and incredible vjews. Perfect lor cabin, home or 
company retreat Hike, camp, fish, or just horse around 
35 acres $76,900. Call STEVE 719-942-4148 Land Prop. 



Business Opportunities 



MARKETING 



PLASTIC CARDS tar customer loyalty- aD types at competi- 
tive prices TtudvThin, embossed, Mag strip. Bar code. 
Laser printable, smart cards CatyFax tor samples and ideas 
CARDTORM SERVICES 800624-1621 - Fax 630-691 -OS 76 

increase sales and axrvruinicate with prospects, 
investors, suppliers and employees. Custom corporate 
video production packages, Free quotes and demo tape, 
D S Simon Reductions, 212-727*7770, ask for Gene, 
htlp 7Avww.dsslmon corrVcom htm 



REAL ESTATE 



USE OUR MONEY AND '//HEEL * 
Residential. GornrnefCial Property Attpttfbr 
your own mortgage corporation Experience 
Cor^jfeaion jont ventre. Credrt Line, Wrx* 
N^ioriwttjeOppomjnrtv 1^8002202634 



STOCKS INVESTMENTS 



240% RETURN 
FREE TRADING SIGNAL CURRENCIES-BOND-S & P 
•CALL 800708^780' Fa* 906-251-5684 



WATCHES 




Timely 
Reminder 



Special Simpler Offtr-Jutt 11 5.00 
For our deluxe logo watch Never-lade guarantee 
Lifetime warranty Specify man s or woman's size 
Send your color togo on stationery or business card 
and $15.00 per watch (plus sales tan m CA only) 
Limit 5 al this sampler price Order now 

-, ltlT A 819 Cowan RoarJ - OflfJl Nfi 

SHiUCi ICCM Tel 415fi9779IX 

UKAGIS F«x 415'69r-U3fJ 



MAILBOX 
RENTALS 




Call mailbox 
manufacturer 
tor free 
catalog and 
information 
on adding 
mailboxes to 
your present 
business 
cr starting your 
own Private 
Postal Center 



FREE CATALOG 



Cail 24 hra 

(800)323-3003 {213)232-6161 fax (213) 232-7021 



1010 East 62nd Street. Los Angeles, CA 90001 



Earn The Living- 
YouVe Dreamed Of,*. 
Rig*ht In Your Own 
Dream House! 



Live in a stunning Eagle's Nest home with design 
features not found elsewhere at twice the price. 
Mad eh as low as S9J0 per square foot 




Karn up lo S5.000 to SI 5,000 per home... 

* Quality 

* Contemporary / Traditional Homes 

* Keep Present tan ploy mcnl 

All s ou need to pel stoned is a S 5,000 house 
deposit for your own business or private use 

For a FRED Full Color lirochurc 

Call Mr. Nations at 1-800-579-1079 (24 hrs., 

Fax (770) 720-7605 or write: 

tlftgle'i Nr*i II ■ »nn v Imt. 
205 Ei(lw Nnr IWvt 
OMMM»C A 30114-7971 

Visit our web site at: 
hflp: //www . ca g I esn c s t h oracs.c om 



COMING IN JANUARY 



# ■ 

franchising 

FINANCING YOUR 
FRANCHISE 

Call 

1-800-424-6746 

for information 
on how you can 
advertise in these 
special Franchise 
Guides 

NationsRusiness 

77;^ Small Business Adviser 



Circle No 11 on Reader Service CarrJ 



78 



Nation's Business November 1W7 



Making It 



Growing businesses share their experiences 

in creating and marketing new products and services. 



Coloring Your World 



By Dorothy Elizabeth Brook* 

mm Goobich s career took a sharp turn 
^Wthe day he toured the elementary 
I school where his elder daughter was 
about to begin kindergarten. 

He was surprised by the 
drabness of the children's art- 
work on display. "I expected to 
see a lot of bright colors and cre- 
ativity and things that would 
make a 5-. 6-, or 7-year-old feel 
comfortable and happy.* 

Deciding he could do better, 
Goobich, then the manager of 
chemical technology for a large 
chemical firm in Cleveland, 
began experimenting with 
paint colors in his basement, 
turning an old electric drill into 
a mixer. His two daughters 
liked the brighter, more vibrant 
colors Goobich created, and 
word spread fast among the 
children in the neighborhood. 
Parents began urging Goobich 
to try to sell his new paints to 
area schools. 

Goobich dabbled with his 
sideline, selling the paints to a 
few local preschool s until 
September 1991. when his em- 
ployer announced that the mammmmm j tm 
company was moving to North Carolina 
'That's when I thought, you know, maybe 
there is a business here." says Goobich. "I 
told the company I wasn't going, and I 
hung out a shingle.* 

With spare cash and a second mortgage 
that he and his wife, Bonnie, took out on 
their house, Goobich launched Colorations 
out of a home office. He began hawking his 
paints at a national school -supplies trade 
show the following spring. JTie vibrancy of 
his colors and their vers\filmy — they can 
be used as sponge paint, torftsh paint, or 
finger paint— -drew attention. 

Hp also packaged his three-in-one paints 
in clear containers— a novel practice at the 
time— to showcase the lively colors. 

As a result, Goobich reeled in $10.1100 in 



orders— a significant achievement, consid- 
ering the Crayola brand's dominance in 
the education market. Colorations became 
the first new paint company in the educa- 
tion arena in roughly 30 years, according 



mercial space in Duluth, Ga„ in 1995, 
Colorations now hits not only the educa- 
tion market but also retailers such as 
Marshall's, The Nature Company, and T.J. 
Maxx. Colorations products are sold in 
every state and in Canada, Central 
America, and Asia. Competitors include 
Prang and Rich Art as well as Crayola. 

Goobich, 42, continues to develop all 
the new colors and products himself "I 




to the National 
School Supply and 
Equipment Assoc 
iation in Silver 
Spring, Md. 

One of Goobich's 
first customers at 
the trade show was 
Nancy Korte, owner 
of a child-care center 

and a school-supply store in Warren, Mich, 
"They had a tiny little booth. And they had 
painted a leaf with this metallic paint, and 
it was absolutely breathtaking,* says Korte. 

Goobich racked up $80,000 in sales in 
1992. and revenues have climbed steadily 
every year since* Sales are expected to top 
$1.5 million this year. Relocated to com- 



Kindergarten artwork 

ItH'fo tl rihauicy, so 
J or I (ioobich faokvd 
mtmnvhrw ovrrthv 
mi u bow for It is 
jift i tit. s, to tin- ap- 
proval oftfa-ughlvrx 
Dalit, i i nbrin frjl 
ami Sfron, io 



need to be able to go 
on those spurts of creativity, which can last 
from a couple of hours to a couple of weeks 
or nmnths, ' soys Gunmen, who holds a 
master's degree in applied chemistry. The 
summer of 1995 was a very creative time, 
he says. "I generated new materials that 
will last us all the way through the year 



a 
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2000, 1 just can't roll them all out at once * 
Traditional paint sets an? the company's 
bread and butter, but Goobich produces re- 
lated paint-baaed products as well- For ex- 
ample, Sun Dazzlers are used to create a 
stained-glass effect on virtually any sur- 
face Fare paints ;irv also popular 

Besides handling all product develojh 
ment, Goobich serves as the company's chief 
salesman. An operations manager handles 
packaging and distribution, and Bonnie 
Goobich is the office manager. The paint 



Banking On Help 

Bj/ Carta Goodma n 

Patricia Kaufman is an expert at 
drawing blood. Not from people but 
from clogs, cats— even camels. 
Through her work, she has saved the 
lives of thousands of animals. She owns the 
Animal Blood Bank, a Dixon, Calif., firm 
that deals exclusively in dog blood and is 
one of the nation's few suppliers of dog blood 
to veterinarians. 

"Fm the person who brings the kittens 
and puppies home," says Kaufman, 49. ;i 
former agricultural biologist. Unable u>af- 
ford veterinary school, she studied agron- 
omy and animal husbandry at California 
State Polytechnic University Pomona. "This 
business is something I can do to help ani- 
mate without being a vet," she says. 

In the early 1980s, after setting up a 
home business for supplying animal blood 
for medical purposes. Kaufman developed 
a system to draw, store, and separate the 
blood. She took blood from her sheep, 
chickens, cats, and rabbits, then sold the 
antibodies to research scientists. 

Kaufman's expertise in drawing blood 
prompted a veterinarian to ask her to be 
his partner in starting a blood bank for an- 
imals in 19H8. The veterinarian had lost a 
cat during surgery because he had no cat 
blood for a transfusion. 

Selling veterinarians on the idea of buy- 
ing bhxxl wasn't easy. "No one had ever 
heard of a blood bunk for animals," 
Kaufman recalls. Besides, few veterinari- 
ans gave blood transfusions. When the> 
needed a unit or two for a simple proce- 
dure, they drew blood from animals kept 
at their clinics for that purpose. When the 
business was two years old and still in the 
red, Kaufman's partner abandoned the 
venture. Kaufman took a second mortgage 
on her home and decided to stick it out. 

Her decision was fortuitous. Within sev- 
eral months, the National Institutes of 
Health, the federal biomedical-researcb 
agency, made its first grant to a veterinar- 
ian to research a mm a I -transfusion medi- 
cine. Animal blood transfusion^ U-catne a 



manufacturing is contracted out. There are 
six ful l-time and six part-time employees. 

Goobich's success has not come without 
struggle, however. Two subcontractors 
went bankrupt at critical times, and he 
has weathered some staff turnover. 

A key to his survival in the shadow of a 
dominant competitor, he says, is making 
sure that potential customers see or hear 
about his products in non traditional ways 
rather than through direct sales calls. 
Once, for example, he showed his paints 



while conducting an art seminar for about 
300 kindergarten teacher's, and they began 
asking for Colorations products at local 
school-supply stores, prompting a major 
supplier to begin taming them. 

"YouVe got to walk through the front 
door," says Goobich, "but most of your suc- 
cess comes from tapping on the side win 
dows." 



Dorothy Elizabeth Brooks ix ft far-la nee 
tenter in Marietta, (hi. 



For Animals 



hot topic at veterinary schools. More veteri- 
narians started giving transfusions, and 
many turned to Kaufman for supplies. 

"Pat's service is invaluable,* says Dr. Rick 
Goullaud, head veterinarian at the 




Helping veterinarians //W/m/oj/.s in sntistyiuaforAnintal Blood 

Bank oirwr hit rieia KiUtfiftan, with Boston terrier Bntek 



Metropolitan Veterinary Referral Service in 
Eden Prairie, Minn., near Minneapolis. He 
orders about 50 units each of whole blood, 
plasma, and red cells from Kaufman every 
year "I can t think of any vendor we have 
that's as reliable and concerned about the 
quality of their service as she is.* 

Goullaud is one of many clients who pay 
Kaufman $145 per unit— about a quarter of 
a pint — of dog blood* Kaufman's staff draws 
Mood from 200 large dogs kept at three ken- 



nels she owns outside Dixon. Each dog has 
been screened for health and blood type. For 
about five minutes even- four weeks, a dog 
gives about one pint of blood. 

Blood to be divided into plasma and red 
cells is placed in a centrifuge at Kau&nan's 
laboratory for separating. The whole blood, 
plasma, and red cells are stored in plastic 
bags and sold to veterinarians for opera- 
tions and transfusions. 

Drawing dog blood bus 
aroused ire from animal- 
rights activists. Kaufman 
notes that her dogs, many 
from animal-control shel- 
ters, "have been aban- 
doned and oftentimes 
abused. At my kennels, 
dogs have a home for life." 

Other dog?, too, have en- 
joyed longer, better lives be- 
cause of Kaufman's work. 
She recalls a telephone call 
from a very nervous San 
Francisco veterinarian who 
needed blood for an opera- 
tion on a dog belonging to 
the late renowned attorney 
Meh in Belli. This opera- 
tion cau l ^r> wrong, J need 
the blood now," he said. 
Kaufman's package, sent 
by courier, arrived in time. 

Once, at a veterinary con- 
ference in Orlando, Fla M 
she showed the Sultan of 
Dubai's veterinarian how to 
set up a blood bank so be 
could treat several royal 
camels that had hemo- 
philia and needed pkisma 
Kor Kaufman, saving an 
animal's life is more rewarding than tend- 
ing to the details of her business, which has 
eight employees and grasses $500,000 a 
year. Tve never liked being an administra- 
tor," she says. M l started this business be- 
cause I could have a lot of dogs." She not 
only has a lot of dogs, she says, but she gets 
to help other dogs "and be paid for it" W 

Carta Goodman is q free-lance writer fa 
Sacmotento, Cat if 



NationsBusiness 

I 



Generate Business Success Through 
Advanced Planning and Management 




( D-ROM 

$99.00 

plus S6 s/h 




The difference between a money- 
making idea and making money, 

Smart Business Start-Up 

Successful business is the end result of a 
great idea followed through with 
painstaking research, careful thought, 
detailed planning and successful 
implementation. Smart Business Start- 
Up simplifies this process by guiding 
you through the four most important 
steps of business start-up: researching 
markets, writing a business plan, 
incur | h Rating a business, and locating 
capital. It provides tools for you to present 
youi tiudings to husiness associates and 
investors plus tips nti how to locate funding. 



Extensive library of legal forms 
and business letters. 



Smart Attorney 



Computer disk 
( t 1/2 Windows) 

$69.00 

plus S6 s/h 



Improve your bottom line by reducing 
costly legal fees. With Smart Attorney, 
you can perform your own basic legal 
tasks. With more than 3,500 forms and 
letters. Smart Attorney contains the 
most extensive collection of legal 
documents ever assembled. This 
software is specifically designed to cut 
over! lead by performing basic legal tasks — you 
can start saving money today! 




< .nminitt'r disk 
13-1/2 Windows) 

$99.00 
plus Sh s/h 




Computer disk 
CM/2 Windows) 

$39.00 

plus 56 s/h 



The BEST business plan program. 

Smart Business Plan 

The foundation of every Successful 
business is t i nu k-solid husiness plan— 
and we've made It fast r easy, and fool- 
proof, fust follow the simple steps to 
build t i plan that will impress even the 
most critical banker or investor, 
i iomplele with pn >lessii mal-looking 
charts and graphs based on standards 
recognized throughout the industry. 
This software includes its own word processor 
spreadsheet, graph generator, and sample 
plans 



Work smarter, not harder! 

Smart Business Forms 

Smart forms ^7 is the most complete 
library of professionally prepared 
business forms ever assembled. With 
more than 2,500 powerful forms for 
almost every business need. Smart 
forms 97 is the quickest and easiest way 
to minimize liability and reduce legal 
costs. Ideal for small businesses wishing 
to project a corporate image. Plus, 
registered users can update their software lor 
one year FRfc£ via the Smart Online Web site. 




< omnutcT disk 
i.i-1/2 Windows. 
MAO 

$39.00 

plus S6 s/h 



Over 100 essential tools you need 
to grow your business. 

BusinessBasics 

Provides over 100 of the most essential 
business documents, agreements, 
spreadsheets, checklists, forms, and 
templates to run any business. Includes 
tips, "how-tos." and guidance from 
expert sources, including legal, 
accounting, and marketing 
professionals. BusinessBasics will help 
you accomplish Important day-to-day projects 
and tasks and is priced to be affordable for any 
business. 




( omputer disk (DOS 
M/<, !M/2, Windows 
M/2, MAC) and 400- 

page Mfeiukc gnlde. 
SK9.(X) 

plus s< s/h 



Publish your own manual 
and protect your company 

EMPLOYEE MANUAL 
MAKER 

Stop problems before thev occur b\ 
creating a companv-spei itic manual 
that details your policies, procedures, 
and f h i K his With over 140 ready-to- 
customize documents to choose bom. 
you II not onlv s^itislv legal requirements 
when von give each employee a manual, 
you'll have better informed (and happier) 
employees and managers... and that 
means a smooth-running business, 
I his is a must for anyone with five or 
more employees. 



( Al l IOEE-EKEE 1-800-222-3393 OR LSI- THE COUPON ON THE EAST PAGE 



Business Safety and Compliance 




Workers comp 



l<l (ft Hf 



Wlnrtwi 

$99.95 

plus SH Si) s /h 



Eliminate high premiums 
and audits. 

Workers Comp 
Consultant (ver5.2) 

I I us i nf < irmative book and easy-to- 
follow software program helps* you 
budget, monitor, forecast, manage, 
and lower workers' compensation 
pn [hiimi v ( >btain tips on how to 
classify job duties more efficiently 
and reduce costs. Workers Comp 
Consultant contains rates and 
i lassos I'm all sn states. 




l-ri nx Ihiuml 

$99.00 

plus $8 s/h 



Makes compliance easy! 

OSHA Compliance 
Manual 

This practical resource will help you 
simplify OS 1 1 A workplace safety 
compliance. Includes information on 
training, recordkeeping, hazards in 
|}k- workplace, emergency response, 
labeling, inspections, material 
handling and storage, air 
contaminants, and PPE, You 11 also 
find state safety information, plus 
recordkeeping guidelines for Tar! 
1904. and information relating to 
Part 1903. 




556 pages* loovi- l< .il 
'- rinv hound 

$79.00 

p]u\ SK s/h 



Easy safety training program. 

Official OSHA Safety 
Trainer s Program 

The "instructor's guide 1 ' companion 
to Keller's i Official OSHA Safety 
I landboofc This helpful resource 
gives trainers an easy-to-follow 
program lm soiling up and 
conducting training on each 
workplace safety tope Afifc contains 
details answers to the Handbook's 
chapter review quizzes, a handy 
glossary of terms and space to add 
your company's spei ilu [>' ■Ikies and 
procedures. 




750 past 1 *, loose-leaf, 
J-rinj- iKiund 

SI 39.00 

plus SH \/h 



Develop the safety plans your 
company needs. 

Written Safety Plans 

Need help developing and producing 
consistent, well-written s«i!et\ plans 
i< >r key areas of your company/ 
You'll find checklists to help you 
determine which safety plans your 
company must develop, detailed 
outlines of the information to 
iru lude, sample written plans, 
employee band-OUX sheets for easier 
distribution and documentation. 
Includes a see! ion t>n federal and 
state requirements, plus more. 



mm 



SafeTyPkm 



Create a sale and healthy 
workplace...Quickly and 
easily comply with OSHA, 
and avoid lawsuits! 

SAFETVPLAN 
BUILDER 



■nputcrdisk (DOS 5 
I. V 1/2. Windows 
t2) ,n kit l26»jMg« 
fvn ft* j^iiidr. 

*9.0() 

^ *6 \/U 



Here's everything you need to 
( u ate a complete safety and 

heullh management plan Select 
vour industry, state, and work 
practices and SafetyPlan Builder 
will custom assemble vour satetv plan 
manual for you in minutes. 



Prime Life* 
Gttidr to 
Personal Succesi 



if you're over 40 years old, 
here's the reference source 
you've been waiting for! 

PRIMELIFE GUIDE TO 
PERSONAL SUCCESS 



This powerful tool is your personal 
fcuide for evaluating the seven key areas 
of your life: health, finances, career, 
relationships, learning, recreation, and 
spirituality, ( Jive this special resource 
230-fNigt' hook, materia! just a few minutes a day, and you'll be 
$ 1 2.9vS able to develop the objectives, priorities, and plans 
|iins vi.so s/h that will impat i and improve your life! 



wet 



Also maw—at tnuoW—hifomuithn mi 
tin rantirhihh lYuucliW h'tu1it\ pmkuxi: 
tiisiVimts lituf ileitis ihiit uni saw vtw 
hiimhiih nt em/ tliousiiihh of dollars. 



< All I Oil 1 It I J 1-800-222-3393 OR USI THE COUFOW ON THE LAST PAGE 



Nation'sBusiness 



Customer Service and Management Skills 




Video. VHS only. 
Running time 4S minutes 
Includes companion 
tiuttiotatsette 
ami workbook. 

S99.95 

pi in Vj s h 




V ideo. VHScmlv. 
Riinmnx time 42 minutes, 
includes ( oiMp.imnri 
audiocas&ctte and Supervisor'* 
Handbook. 

$99.95 

pitas S6 s/b 



Help your employees 
understand the secret to 
getting repeat business. 

THE POWER 
OF CUSTOMER 
SERVICE 

Customers often buy because 
or the quality of the sen ice, 
rather than the quality of the 
product. Show employees 
how to deliver the service 
that creates satisfied 
customers and turns around 
disgruntled customers. Help 
them deal with customers courteously 
even when they're under pressure. 
I demonstrate how to communicate 
concern and competence. I'ut your 
company on the inside track to consumer 
confidence. 



Proven techniques 
for getting results 
through others* 

HOW TO 
SUPERVISE 
PEOPLE 

Leadership is the ultimate 
challenge for any 
supervisor. , .and often the 
key to an effective 
organization. Leadership 
requires skill, toughness, 
and sensitivity. -and this 
acclaimed video shows you how to 
attain all three. You'll see how to use 
team building delegation, and 
conflict resolution to become an 
outstanding supervisor. 





k 


profitable 

CustoflrW . 
Service ,j 


►rofrtable . 

Customer 

Service 



Ml!- " running time 
15 minutes 
Includes companion 
.iiidi(H j^sette and 
workbook 

$99.95 

pirn $6 i/h 



Companies with great 
customer sen ice 
survive and thrive. 

THE BASICS OF 
PROFITABLE 
CUSTOMER SERVICE 

Learn how to develop a caring 
attitude toward customers that 
brings them tvak to buy your product or 
service again and again, This is must viewing 
tor i \rrvouv in your organization In-uiuse 
business success — short- and Jong-term — will 
be customer service-driven. Don't miss these 
valuable tips and techniques that help you 
t u hieve greater profits. The video is div ided 
into segments and designed U> lx- used 
individually or with groups. 



A powerful customer 
retention tool! 

50 WAYS TO 
KEEP YOUR 
CUSTOMERS 

Fifty super techniques that 
keep your customers — and 
employees — happy. You can 
turn every customer into a 
lifelong client with this 
best-selling video workshop. 
Must viewing for owners, 
managers, salespeople, 
telemarketers, office staff— 
everyone who deals with customers 
in person or by phone. Segmented 
into easy viewing sections. 




Video. VHS dills Running 
time 45 minutes. Includes 
com pa n i o n aud i oc a sselt e 
j ml workbook, 

$99.95 

plus S6 h 




\ ideo running lime 
IX minutes Iih hides 

i uuipauio idio 

l asset I e and worktMMik. 

$99.95 

plus S6 s/h 



Create a cooperative, highly produc- 
tive team environment 

Effective Teamwork 

leamwork is vvhal makes businesses 
successful. Ideas and decisions are 
generated within teams and no| from the 
top down as in the past. The Effective 
leamwork video training program will 
show you: 

■ What teams are all aboill and why they 
are important to your organization 

■ I low to write a team constitution 

■ How to develop ideas and make 
decisions 

■ How to run a team meeting 

Your entire work lorce will know how to 
maintain a cooperative, creative and 
highly productive team environment 



I ri*NE\v 

|Snf>er7'i.sor:j *- ' ■ 



Become a first-rate 
supervisor, 

THE NEW 
SUPERVISOR: 
SKILLS FOR 

SUCCESS 



\ itleo ruiiiiiriK nm< 
4K minutes. Includes 
companion audlo- 
iavu*ttt- and workbook 

$99.95 

plus V> v h 



Here's everything you 
need to improve your 
leadership ability , make 
timely, effective decisions... nun iage i hange 
am! time [Hochutively... communicate 
effectively so you can praise, criticize, and 
deal with u millet build an elteihve work 
team ...train people who work for and with 
you ...and enjoy your job! This is a career 
building program. 



(\n i on nui 1-800-222-3393 

OR DSI I HI C OUPON ON I HE LAST PA(it 



Cash Management and Adatrtlsing 



Increase your profits 
and cash flow. 

UP YOUR CASH FLOW 

How much cash will you need next week, next 
month, or next year? If you've never had the time or 
the tools to project cash flow, here's the product lor 
you. Just answer the questions on your screen about 
sales and expenses, and out pops a complete financial 
plan in spreadsheet format.. .without wasting lime to 
set it up! You can spot trends, run "what if" scenarios, 
and always know your cash needs in advance. 

Choose the version (hat meets your needs. 




Professional version 

The complete cash management tool, 

< ompvjterdhk (DOS 

5-1/4. :M/2, Windows 
1-1/2| and rticrcntc book. 

$239.00 

plus S6 s/h 



Entrepreneur version 

Everything you need to get started. 



i onnnitir disk fl>OS 
S- 1/4. I ! 2 Windows 
i I 2 1 and rckrvnie 
book. 

$139.00 

plus S6 s/h 




Han big and small projects in 
30 minutes! 

Project KickStart (tm) 

The fastest, easiest way to plan 
almost any project. Whether you're 
launching a new product starting a 
business, organizing an event, 
designing » VVeb sitc ' or Producing a 
company newsletter. Project 
Kkksuri will help you devise a 
strategy to get the results you want 
Thisea'sv-to-usc program helps even 
th< novice user develop a clear 
overview of the project and the steps 
needed to complete it suctesslully. 



Windows 

$99.95 




< I* ROM 

$39.95 



Create marketing strategies 
and advertising that gets 
results. 

DO-IT-YOURSELF 
ADVERTISING 

Be vour own ad agency! This 
progiatn makes it eas\ lor you to 
^ealev.uirnwn advertising. VVith 
|>olt^Yourself Advertising, you'll 
walkthrough stepbs step 
exercises to develop marketing 
plans, create effective strategies, 
and produce ads that will get 
results 




Lead your staff 
to peak performance 



< I) ROM 

$39.95 

plus V4.SO s/ti 



PM H W * n\ III U»» 




( I) ROM 

$39.95 



S4.SOs li 



Lead your stall to peak per- 
formance. 

Managing People 

Master the art of managing 
people and develop leadership 
skills. Learn how to increase 
motivation, resolve conflicts, 
coach effectively and manage 
difficult people. Includes two 
hours of video and commentary 
with lots of interactive exercises. 
This program provides ail the 
tools you need to manage people 
skillfully. 



Includes 6<M) readv -to-select 
interview questions. 

HIRING TOP 
PERFORMERS 

Effective hiring requires more 
than relying on a "gut feeling." 
To consistently hire top people, 
you need to use effective, proven 
in hi liquet U»am the techniques 
vou can use to ensure that you 
hire the right people without 
wasting an\ time J Ins program 
covers the t lassitied ads to the 
Interviews, the facinhu king i<> 
the salary negotiations ami ean 
improve vnui skills in diiv area ot 
the overall hiring process. 



( All. IOI I I RH 



1 -800*222*3393 on use THfc COUPON on i hi; last PAfil 



Nation'sBusiness 



Customer Service and Finance 



Exceptional 
Customer 
Service 




l our videos. VHSonly. 
Running time 212 
minutes. Im lueks 
40- page workbook, 

$299,95 

plus S6 s/h 




Video running time 
i hours 53 minutes, 
[mil* des four v ideos 
and companion work 
book. 

$199.95 

plus Vj v h 



Quick service doesn't 
have to mean poor 
service. 

HOW TO GIVE 
EXCEPTIONAL 
CUSTOMER 
SERVICE 

See for yourself how easy it is 
to serve customers quickly 
but still leave them feeling 
pampered. Watch how easy it 
is to enforce company 
policy without turning off 
customers. This video series 
will help you make every customer 
contact more pleasurable and profitable; 
you'll build a base of customer devotion, 
loyalty, and repeat business. 



Build customer loyalty, 

DEVELOPING 
A CUSTOMER 
RETENTION 
PROGRAM 

To keep customers coining 
back for life, you need to 
create customer loyalty... 
which doesn't come from 
merely satisfying them. It 
comes from building emotional 
partnerships. I earn how to ferret out 
customer likes and dislikes and how to use 
that information to shape your 
service... and learn how to handle repairs, 
refunds, and complaints to build business. 



Get off on the right toot! 

HOW TO WRITE 
A WINNING 
PROPOSAL 



Whether you've written 
proposals or n« it. i\\ih one 
presents a new, difficult 
challenge. With this program, 
you'll learn how to take am 
idea, shajx- it on paper, and give 
it the visual impact that gets 
video ninniriK time attention. You'll learn how to organic 
InduJe! and vour material In a logical reader-friendly 
i om pan ion «.»rklx«»k way. And you 11 learn how to avoid the 
S I 49 95 turn-offs that can doom your proposal 

pins S6 %/h from the start. This video will help you 

deliver powerful well-written proposals] 




Four-volume video set. VH5 
only. UunnirtK lime \ hours, 
S8 minutes. Includes t2-|i«itfe 
uorkbook- 

$199.95 

plus S6 s/h 



See things from the 
customer s point of view 
and increase sales. 

HOW BUYERS LIKE 
TO BE SOLD 

A remarkable video course that 
helps you get inside your 
customers heads! Learn exactly 
what they're thinking and how 
you can create sales techniques 
and strategies thev won't he able 
to resist. Discover what gets a 
buyer's attention, what turns him 
off, what makes her say VLSI These 
powerful tapes will boost your 
salts. 



If you need to learn about accounting, finance, 
and budgeting, . .here are the answers! 

FINANCE FOR NONFINANCIAL 
PROFESSIONALS 




Make more confident and 
well-informed decisions 
in money matters. Deliver 
analyses and reports ih,u 
demonstrate your control 
n| your business f Ins 
ex< eptional v ideo series 
helps you learn evers 
basic nuance of finance, 
including accrual vs. cash 
reporting; direi i and fixed 
costs; tests lor liquidity, 

leverage, and solvency; 
revenue projections, and 
more. 

Ihree videos V IfS only. Knurling time 
2M minutes. Ini hides 4H page worklumk. 

$249.95 

plus %6 s/h 

Everything you need to 
build budgeting know-how! 

PRACTICAL 
BUDGETING SKILLS 
FOR MANAGERS 

1 he budget process doesn't 
have to be hack-breaking work, 
Learn how to build valid 
assumptions upon which to 
base vour financial decisions. 

; idui. inn K [ ' aln a lnort)U K" understanding 

i hours sm nnniitt s ol tlie cash-flow process. Build flexibility 
ln< imi^ four suli-os .ind , MI n vuur budget sc. vnu tan react quit klv 

n to cnarl « in « Swidll forces. A well- 

1^49.95 on pared budget ts ,t \iul inaiu^uunl 

,d,.sV>sh [ (M | 




< Al l IOI I I Kl I 1-800-222-3393 OR V\V IMF < CHIMIN ON I II I LAS I I* AG I: 



ORDER NOW! CALL TOLL-FREE 1-800-222-3393 



SALES 

LetterWorks 




308 expert letters 
that generate sales 
and profits. 

SALES LET- 
TERWORKS 

J No matter what your 
husiness is or whom 
you're trying to 
convince! you'll find 
Ihe/HT/trf ictter tor 
virtually every selling silu.it ion. ( .all up 
tLislonii/;jl)k' letters tlut cover every aspect 
of selling: creating repeat husiness. 
opening doors, dealing with customers, 
responding to objections, collecting 
money. 

Computer disk (DOS 5-1/4. H-J/2, Windows 3- 
1/2, MAC) and 372-page hook \M)H letters) 

$79.95 

plus S6 s/h 



BUSINESS 
LetterWorks 



400 professionally 
written letters for 
all areas of your 
business. 

BUSINESS 
LETTER- 
WORKS 

If you've ever had to 
apol< >gi/e fur an 
employee's rudeness, make an inquiry to a 
venture capital firm, collect an unpaid debt, 
or any number of everyday situations, then 
this software will simplify your life. ( all up 
letters covering advertising, suppliers, 
internal communk at tons, every possible 
business situation. 

Computer disk (DOSS- 1/4. 3-1/2, Windows 
V 1/2, MAC i and 470-jwgi- hook I4UO Utters! 

$79.95 

plus 96 s/h 'formerly UtUrWatkt 



PERSONAL 
LetterWorks 



400 customizable 
letters tor your 
business and per- 
sonal lite. 

PERSONAL 
LETTER- 
WORKS 

Be prepared for every 
imti^inahie situation, 
ranging from touchy, feelinKS-oriented 
Issues to hard-nosed *Hhis-is-the«way-it's- 
going-to-ix?" challenges. Never struggle 
again with a sympathy note to a colleague 
or friend, or a hard-to-resolve dispute with 
an uncaring banker or vendor, or how to 
say "Thank you." or "1 appreciate you. H 

t omptiter disk I POS 5-1/4, 5-1/2, Windows 
3-1/2, MAC) and 470-page book 14(H) letters! 

$79.95 
plus V> s/h 




Order Form 

Srml In: Mnrkclinx lk-pt., 1615 H St., N.W., WiishiiiKWn, D.C. 2tXH>2-2(XX> 

Your Order is 100% Satisfaction Guaranteed 
or Your Money Back Within 30 Days 
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Workers ( uinp l oiisiill.»nt (Windows) 



t >\HA i omph.iMM Mimul 



i "Ml \ S.iK 



r'\ l*rogram 



Written ! 



We 



Iktef 



$99.95 



SM9.00 
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>ii.il Suuevs 




SH.OO 



SHOO 



Sf>tK« 
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1 In power of Customer Service 


$99.9$ 


56.00 






50 Wavs to Keep Your Customers 


$99.95 


I6J0Q 






How to Supervise People 


f99SS 
199,95 


Sb.00 






lllevtlve Usimwork 

1 ho Kaslrs of PrnAtahte t ustomer Service 


$999* 


f&OO 





Skills fur Smus\ 



l \SM MWW.IMIM * \i»VI 



Up Vour ( jsh Mow ( Professional version i 

IKN ! S 1:4 t 1 * VSiiuh.*r» v\n 


$2PM>0 


$Mio 




I fp Vour Cash Mow (Entrepreneur version i 

IKIS l S\/A , 3 il/J iWir»**w 1 HZ 


SI 19.00 


$6.00 




Pro|evt KkkSUrt iWltulowsi 
iM.in^u.^ iVnplMi l> HDM) 


$99.95 
139*99 


17,00 
$4 JO 




] iHMt Yimrself Advertising '< !WOM) 
iNlftng Top Performers (CD- ROM ) 


$39.95 

139,95 


S4 SO 

V! so 
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VSSU i\\ |*NOIK4 1 


IMI 
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Sm.iM liusiness St.nl-l 'p 


$99.00 


$6.00 






Smart ftuslness ll.iri 


$99.00 


$6JXJ 






Smart Attomc) 


$69.00 


$&O0 






Stn.itl Husnies*. 1 urms 


$3940 


$6*00 






Husiness Masks 

□ Wtwkm. T-l/2 DMAC 


$39.00 


$6.00 






1 n 1 p 1 oy ce M a n u a 1 M a ker 

IX P. s t ■ 4 ' ■ 


$89.00 


S6.no 





ORDER TOLL-FREE 1-800-222-3393 
OR fax 1-202-463-5641 



Ship To: 

Virile 



Company 

Address 

Qly 



(Mn P.O. Bom) 



Slate 



Iktyutrvd /rw f mitt i aid ami lax Orders* 



Method of Pay menl 
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Direct Line 



Experts anstver our readers' questions about 
starting and running their businesses. 



By Stephen Blakely 



GETTING STARTED 



Opening The Door 
To Day Care 

Problems finding good 
day care for my son 
have made me inter- 
ested in starting a day-care facility of my 
own. It seems that more day-care centers 
are needed, given the number of young 
mothers who are entering the work force. 
Where do I begin? 
AF, Carpenterxville, III 

Information and technical assis- 
tance on setting up and running 
day-care centers can be obtained 
from the National Child Care 
Association (NCCA), based in 
Conyers, Ga. It represents about 
6,000 licensed commercial day-care 
facilities. It also offers members an 
insurance package for daycare op- 
erations. Membership costs $30 a 
war You can call the association at 
1-800-543-7161. 

Another source of information is 
the National Association for Family 
Child Care, It represents about 
4,000 in-home, family-operated day- 
care facilities; membership is $25 a 
year. The association, based in Des 
Moines, Iowa, can be reached at 
<515> 282-8192. 

Day-can 1 facilities are state- reflated, 
and there are no uniform national guide- 
lines for staff training or program quality 
Facilities wishing to demonstrate that 
they meet basic standards of professional 
practice can seek accreditation from vari- 
ous organizations, however. 

One accrediting group is the family- 
child-care association. Another is the 
National Association for Education of 
Young Children, which deals mainly with 
larger day-care operations and early-child- 
hood programs; it is based in Washington , 
DC, and can be reached at 1-800-424- 
2460. 

Lynn White, executive director of the 
NCCA, says there are about 90,000 licensed 
child-care centers in the United States. 
Roughly half are for-profit operations, says 
White, and the rest are private nonprofit 
centers or public programs such as schools 
and Head Start centers. 

According to some estimates, there are 



at least 4 million children in licensed day- 
care centers throughout the country, and 
the industry generates up to $9 billion a 
year in revenues. 

Although in some states certain child- 
care facilities — typically smaller ones — are 
not required to be licensed, the family- 
child-care organization recommends that 
they voluntarily seek licensing because of 
the training required by the process. In 
addition, licensing can help a child-care fa- 
cility become eligible for federal funding. 



While the number of children enrolled in 
day tare is growinp, the number of centers 
is either steady or declining because of con- 
solvations; ihe economics of the business 
are forcing day-care centers either to be 
very small and expensive or to become 
fairly big, according to the NCCAs White. 
*Given the regulatory environment, the 
smaller t for-profit 1 centers cannot sur- 
vive," she says. 

The average licensed facility has 60 chil- 
dren, although White says "you are going 
to need more like 100 or 120 in order to 
break even or make money." An estimated 
60 to 70 percent of a day-care center s ex- 
penses are for staff salaries. The average 
ratios of caregivers to children among H- 
censed day-care centers range from l-to-3 
in some states to l-to-7 in others. 

Important factors in setting up a day-care 
center. White says, include location (a high- 
income area with young families is besti, 
the level of local and state regulations, and 



an educated labor pool (teachers often be- 
come involved in day-tare operations). 

Though there have been a few highly 
publicized accusations of child abuse in day- 
care centers, the far greater risk facing op- 
erators is litigation from accidents. White 
says. "You're more likely to see eases involv- 
ing accidents or the unattended child/ 




Rolling Out Rental Cars 

Where can I obtain the necessary informa- 
tion to open a car-rental business? What 
are the requirements? 

N.Q.> Chim Colif 

Try the American Tar Rental Association 
in Washington, D.C.; (202) 682-4778 It 
represents about 2,000 U.S, companies 
that specialize in short-term car rentals. 
The organization also administers the 
Alliance of State Car and Truck Renting 
and Leasing Associations, 

Feeding The Animals 

I would like to open a feed store, stocking 
products such as hay, grains, and j>et sup- 
plies. Where can I get information on this 
kind of business? 

/ V t Wrst Pta i,n Beach, Flo. 

The Agricultural Retailers Association in 
St Louis represents more than 1 ,000 deal- 
ers, suppliers, and manufacturers of (arm 
chemicals, feeds, and other products, call 
(314 ) 567-6655 for more information. 
Another source is the American Farm 
Bureau Federation in Park Ridge, III; 
(847) 685-8600. 



HOW TO ASK 



Have a business -related question 9 Mail 
or fax your typewritten query to Direct 
Line, Xations litisinrns, 1615 H Street, 
NVW, Washington, D C, 2006L>-2000; 
<202) 463-3102. Or transmit your 
question to our CompuServe address: 
75436,1735. Re sure to include your 
address and telephone number. 

Because of the high volume of letters, 
we can answer only those that an* chtwen 
for publication. Questions may be 
condensed, and writers will Ik* identified 
only by initials and city. 
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GETTING STARTED 
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Making Compact Discs 
That Entertain And Teach 

I would like to start a business making 
CD-ROMs for computer games and for 
scientific and general education pur- 
poses. Where can I find information 
about this kind of business } 
N.W t Netr Albany, Ohio 

lb get an idea of just how big the com- 
pact-disc industry is, look at the music 
business. The Recording Industries 
Association of America says about 80 
percent of the $12.5 billion worth of 
recorded music produced in the United 
States last year was shipped as audio 
CDs. That's a lot of plastic 

Experts say the compact-disc indus- 
try consists of four major sectors: audio 
CDs; CD-ROMs (computer programs and 
games); interactive CDs • which use lots of 
video and are popular in training, market- 
ing, and sales applications); and the new 
high-capacity digital video discs (DVDs) 
now coming on the market 

Aside from the DVD sector, all the sys- 
tem.** use tin- same type* of compart dist to 
store digital information. What differs from 
system to system is the way that each re- 
trieves and uses information CDs are gen- 
erally produced by creating a glass "master" 




disc, which is used to press the data onto 
large quantities of blank plastic discs, 

A firm looking to start or expand in com- 
pact discs should contact organizations 
specializing in the type of CD the firm 
would produce. For instance, a com pa m 
dealing m computer games and programs 
could contact the Software Publishers 
Association, based in Washington, D,C; 
(202) 452-1600. The organization repre- 
sents about 1,200 companies that produce 
the kind of data distributed on CD-ROMs. 



A lot of educational programming, how- 
ever, is produced on interactive CDs, 
which are made and used with machinery 
and techniques that differ from those re- 
quired for CD-ROMs. 

For information on this sector, contact 
the International Compact Disc 
Interactive Association, based in Solon, 
Ohio.; (216) 349-9661. 

Organizations that may be able to offer 
information about music CDs include the 
Washington, D.C-based Recording 
Industries AsHX'ialiim of America < 202-775- 
0101 K which represents large music pro- 
ducers, and the Association for Independent 
Music in Whitesburg, Ky; (606) 633-0946. 

Easy As Pie 

Where could I get information on opening 
a pizza shop or a restaurant with a limited 
menu focusing on pizza? 
A IL /W* \hfm HifuK FI(k 

For general information about the restau- 
rant industry; call the National Restaurant 
Association in Washington, D.C.; (202)331- 
5900. 

For specific information about the pizza 
business, call the National Association of 
Pizza Operators in New Albanv, Ind.; 
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Xou get instant access to streetwise 
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Creating a dynamic business plan 
Getting the financing you need 
Finding and keeping customers 
Positioning products and services 
Getting big results from low- 
budget advertising 



■ Tapping the power of direct mail 

■ Hooshn^ sales with inexpensive 
marketing efforts 

■ Managing cash 

■ Mastering accounting 

■ Avoiding legal trouble 
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Clean-Air Rules Should Be Delayed 
T 



i l^he overall quality of our nations air continues to 
improve/' the Environmental Protection Agency 
said in a recent report on air-pollution trends, 
The EPA attributes the gains to "effective implementa- 
tion of dean-air laws" and more-efficient anti-|jolliilion 
technologies developed by U.S, industry. 

Those law's include the Clean Air Act of Itffil and the 
substantially tougher- requirements added to it in 1990. 

Against the back- 
ground of substantial 
improvement in air 
quality and the as- 
surance of further 
gains under the 1990 
amendment*, win 
full impact is yet to 
befelUtheEPAhas 
called for further 
tightening of the 
stanflaixls on partial- 
late matter (micro- 
scopic soot) and 
ozone, a significant 
component of smog. 

The EPA has now 
set additional, far 
stricter standards 
that would reduce 
permissible levels of 
particulate matter by 

75 percent and of ozone by 33 percent. Both are measured 
in parts jxt million par cubic meter of air. 

The federal agency claims that the tougher controls, 
which it plans to implement overs* -\ oral years, will pre- 
vent 15,000 premature deaths, head off 350,000 cases of 
aggravated asthma, and spare a million children from de- 
e!v;is*<l lung function- 
But those assertions are highly debatable, and other 
concerns about the EPA proposals are sufficient u> justify 
Congress' deferring their implementation. 

Significant numbers of experts hold that the EPA Is 
LT'.ssiy y\ ei>tating the health benefits and grossly un- 
derestimating the casts of achieving them. Even the 
EPAs own advisory council of scientists w as divided 
over the standards. The VS. Chamber of Commerce 
says: "EPA has claimed com lulling evidence of health 
effects and large ratios of benefits to cost, and yet 




Construction projects poutd bi jeopm 



these claims do not withstand informed scrutiny" 

While the E PA has set the total cost of implementing 
the new standards at $9.7 billion a year, other estimates 
put it main times higher. For example, the Reason Public 
Policy Institute, pail of the Reason Foundation, a national 
research and educational organization based in Los 
Angeles, says the annual cost could reach Si .V) billion. 
< )ne of the nmsi challenged of the EPA assertions is 

that the tighter con- 
trols will not have a 
significant economic 
infract on smaller 
firms, a claim that 
Imsiness experts re- 
ject as patently false. 

The agency is 
going l>eyond a sim- 
ple misstatement of 
fact, however It is 
sidestepping legal re- 
quirements that it 
consider how small 
firms would be af- 
fected by new rules, 
"EPA has sacrificed 
Americas small busi- 
ness to political &\pe- 
diency," siiid Robin 
Con nid, vieepresi- 
dent of the National 
Chamlx*r Litigation ('enter, in announcing legal action 
against the new standards by the center, an affiliate of the 
US. Chamber. 

I nder the ( 'lean Air Act, communities found to be 
out of compliance face penalties that include denial of 
federal highway-construction funds and sharp curbs, 
even prohibitions, on local projects such as factories, 
shopping centers, and even schools and hospitals. 

Sen* James M. Inhofe, R-Okla., one of the sensors 
of bills to delay and review the EPA rules, says that 
the bipartisan group of lawmakers wants **to make 
sure that we do not impose any hardships on the 
American people," including billions in additional regu- 
lator} e\[ienses, "unless then* is some scientific justifi- 
cation for it," 

Even the EPA cannot fault the logic and fairness of 
that position. w 



f ftmfxtsrrf vlrau-air rules. 
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Official Car of the Supercharged Company. 

With cell phones and super computers— your company measures time in microseconds. 
So drive the all-new Regal C,S. With 240 supercharged horses, it 11 get you ahead quickly. 
In fact Ward 's * rates Regal s V6 among the ten best engines in the world. RegaVs interior 
is as quiet as a boardroom and almost as roomy. To protect your valuable assets. Regal 
has the most standard safety features in its class.** So wonder the 
Official Car of the Supercharged Family is fast becoming the 
Official Car of the Supercharged Company. Regal GS by 
Buick, For more information, call 1 -800-4 A-BUIOC 
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